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TORONTO, TUESDAY, JUNE 1ST 1954. 


Delegation from: CANADIAN wHOULASALZ HARDWARE 
ASSOCIATION, 
Comprising: Mra Jt. CEOWder, 


pecretary-Manager. 
Mes RGA see aviors 

Dominion President. 
Mr. &. Bird, 

Cochnrane-Dunlop Company. 
Me. L. Ross; 

wnite Hardware, Toronto. 
Mr. Chater, 

White Hardware, Toronto. 
Mr. H. .Rienard. 

Wnite Hardware, Toronto, 
Mr. D. Stewart, 

howdens of London. 
Mr. F. Erskine, 

wood-Alexander, Hamilton. 


---The hearing commenced at 10.00 a.m. 


THE CHAIRMAN: Gentlemen, the hearing will 
come to order. This morning we are to have a 
orief presented on behalf of the Canadian whole- 
sale Hardware Association. 

bimicnt say, Lor the: benefit.of those who 
will be speaking, that the practice usually is, 
generally found convenient, for one member of the 
delegation to read the brief and make any comments 
that he desires to make in the course of reading 
20 or at theiend of reading At, or a combination 
of both; then any otner member of the delegation 
that desires to speak may make his observations, 
after which there will ve questions and general 
discussion. 

Who is going to lead off, Mr. Crowder? 


If you would just let us have the names of your 
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delegation and whom they are representing. 

MR. CROWDER: J.T. Crowder, Secretary-Manager 

=sale 

of the Canadian whole/dardware Association. Mr. 
R.A.H. Taylor, Dominion President of tne organi- 
zation from New Liskeard. Mr. Huward Bird of 
the Cochrane-Dunlop Company who have a numvoer of 
branches throughout Northern Ontario. Mr. L. 
Ross of white Hardware, Toronto; Mr. Chater of 
white Hardware, Toronto; Mr. Howard Hicnard of 
the white Company. 

we also expect Mr. Dave Stewart of Howdens, 
London, from the Ontario group. He was due here 
at 10.00 o'clock unless there has veen some acci- 
dent. We also expect Mr. Frank Erskine, wood- 
Alexander, Hamilton. 

I snould explain, Mr. Chairman, that that 
will oe 100% representation vecause tnere are only 
that number of wholesalers in this area. The 
brief beforesyouvis very fully representative of 
the industry here. I have orought enough extra 
eopies of this, Mr. Chairman. It has not been 
changed from what I sent to you in Uttawa, the 
memorandum re loss-leaders and premiums. 

"MEMORANDUM RE LOSS LEADERS AND PREMIUMS 

"The wholesale Hardware Distributors 

"of Canada are keenly interested in the wel- 

fare of the Retail Hardware Dealers who do 

abdout three hundred million dollars wortn 


of ousiness per annum. To satisfy tnis 
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demand, goods must pe availavle in the 
quantities required by the retailers. with 
prompt delivery. 

"We are also very much interested 
in the welfare of the manufacturers, from 
whom we must pe abdle to optain a continu- 
ous flow of supplies as required, with 
prompt delivery. 

"The margin of profit available for 
wholesale distrivution in such a large in- 
dustry is necessarily small. Anything that 
tends to disturo tnis prompt distribution 
adds to the cost, and must be avoided. In 
otner words the service from the manufac- 
turer to tne wholesaler, and the service 
‘from the wnolesaler to the retailer must 
be maintained in the most efficient manner 
possipnle, for the sake of everyone concerned - 
the wholesaler in particular. 

"It has veen our experience in the 
last two years that hardware items, used 
for loss leaders and premiums by a con- 


ideraole number of retailers and manu- 


Hh 


facturers, have had a most disturbing effect 
upon our customers and our sources of 
Supply. we are assuming that tne manu- 
facturers and retailers, wno will appear 
oefore this Commission, will give many 
details of these instances. 


"Mnerefore, we will not mention 
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them specifically, pbut we do know that loss 
leaders used oy retailers in other lines of 
business, such as the grocery trade, offer 
standard lines of hardware (normally sold 
by our retailers), at very low prices to 
attract customers to those other stores 

in order for them to sell their own lines 
of merchandise. 

"Regular hardware items carrying 
branded names are used as premiums from 
time to time py manufacturers of tea, coffee, 
breakfast foods, detergents and other com- 
modities. These premiums are offered in 
a variety of ways, but the main objective 
is to offer the public some article like 
kitchen scissors, carving sets, chrome 
plated taole knives, and other items at a 
very low price with a box top or other 
coupons. 

"It should not be necessary for a 
breakfast food manufacturer to look avout 
for an item of nardware to give away or 
sell at a low price if he is making too 
much money on his own merchandise. Tne 
breakfast food we have in mind particu- 
larly, now sells at 33¢ for two packages, 
and is very well known tnroughout Canada. 
Years ago the same product made exactly 
as it is today sold at two packages 


for 23¢. If the additional 10¢ on this 
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item is more than tne manufacturer 
needs, and he wants to give something away, 
why does ne not simply reduce his price to 
the consumer, and sell this again at 23¢ 
like he used to? 

"Another eee ee of this was the 
case of the chain grocery store in Montreal 
that offered kitchen scissors for a penny 
a pair, which would normally have sold 
for about $1.00 in tne average hardware 
Store. These were cast steel scissors of 
good quality, imported from Germany, esti- 
mated to cost about 50¢ a pair laid-down 
in Montreal. These were offered to anyone 
who would purchase $5.00 worth of groceries 
on Monday, Tuesday or wednesday of any week. 
This is equal to a 10% discount on the 
groceries sold. why would it not be reason- 
able to expect the grocer to lower the 
price of his gyoceries oy 10%? 

"These premiums and cut prices give 
the consuming public a false impression 
of the value of the commodity, and make 
it utterly impossible for the established 
retaller to sell scissors or other commo- 
dities on anything like a profitaole basis 
while these premiums and loss leaders are 
being offered to the public. 

"This policy not only disturbs the 


retail trade and makes it impossible 


ea 

ee; ee th } oe 
oF akg, ke soubor ‘cfamats oni 

j hy tie uu 


; Brae we aleas guid Khu toh ta 


Teo n) 


‘tea Doni i hina 


"eis aa ne vhs he fom . or a Seuhie te bs na sana 


| 


Ni dans atom ‘oe onod¢ ‘Yee ; he (ta tet ead. 20. sR? 


& 


; i , , a , a . * er 
i BEAT ay 3 F hee 4 A ¢ 7 fp « 4 « el at »~ ; yf Be ~~ iif pe 
4 bh See 0 et oh tet ie aly se Se noualis Hciieg' 


Bevtod, binge 62.08 


PEpS Saw « 


y ¢ 


fey rs aK i (fi f 


pwob=bisl wisd © God chegs 


Loa 
‘We 


q a oa ivy) felts pigs ha 
7 ie - * iz 

i an Ry Shiv Py *% BRO 
ak 7 


omy Oh 
to 2 oi! 


+ 


re ae ag ie oy ee sot oe ah 
i wy eevee ey Beams sne o 


eres Vee ee ay ee ish pond 

eh hi di rote, he gneptee {ies of tefisiok . 
ool Ma 1 Ae ne an ; i ha. 

; ie hi 


eisfed Mong ca ok atte tyre o aelILh 


wrs svenset, esol bos ee Savi ohbe 


uo 
D haan 


ae Pou ous ad donee wisd 
ah at ita 


ade eolnssatb uae: dou eotieg, gaat” 
a sfoteeog: o aoe | baa 
BOS et iets the 


a 





451 


for them to sell these lines of merchandise, 
but it also disturbs the regular distri- 
bution by manufacturers. 

"Whenever a well-known article is 
being offered as a premium or a loss leader 
the manufacturer's distribution is upset 
and he often oojects violently to this prac- 
tice, but the present legislation, prevents 
a manufacturer from maintaining a resale 
price, and makes it illegal for said manu- 
facturer to refuse to sell any distributor 
who cuts his price by giving that as a 
reason. 

"It is our considered opinion that 
the law of Canada snould allow the manu- 
facturer of a patented, copyrighted or 
nationally advertised product to establish 
and maintain resale prices on sucn products, 
if he so desires, and that the present 
legislation should be amended to that effect. 

UE ING oto hay ane impossible, we suggest 
that, whenever a distributor makes use of 
a loss leader or premium, the manufacturer 
of that article be permitted to withhold 
supplies from that distributor to prevent 
him from continuing to sell nis product 
on the loss leader or premium basis. 

"To make this possivle under the 
present anti-price maintenance legisla- 


tion it might be necessary for the manu- 
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facturer in question wno has decidéd to 
withhold his supplies from one or more 
distributors to’ Plie with the Restrictive 
Trade Practices Commission a statement of 
such intent on his part and the reason for 
So doing. 

“Over the period of a year or two 
the Commission would become thoroughly 
familiar with the type of loss leaders being 
used, the damage being done, and the 
reasons why the various manufacturers find 
it necessary to withhold supplies from sucn 
C18 trLouvore . 

‘If it then becomes apparent that 
the legislation we have today will not 
protect the interests of the manufacturers 
an amendment to the present legislation 
could then be considered. 

"Submitted on behalf of the Canadian Whole- 

"Sale Hardwar€ Association." 
This document is signed, Mr. Chairman, so I will 
leave tnis with you, 

THE CHATRMAN: Do you wish to make any com- 
ments, Mr. Crowder? 

MR, CROWDER: No further comments. 

THE CHAIRMAN: At tnis time? 

MR. CROWDER: No. 


THE CHAIRMAN: Do other members of your 
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delegation? 

MR, CROWDER: Mr. Taylor, President of the or- 
ganization, not at this point ne says. 

THE CHAIRMAN: Any other member of tne dele- 
gation wish to make any comments or ovservations? 

MR. BIRD: I would just like to make the com- 
ment aoout our interpretation of loss-leadering, 
and that is we consider loss-leadering is an item 
that is being sold at cost or less than cost or 
at a mark-up that does not cover a dealer's opera- 
ting expenses, in the particular industry where that 
item is most commonly sold. 

Now, we think that the continuation of loss- 
leadering will eventually force the retail hard- 
ware Aba vee out of pusiness and it will eliminate 
competition, wnich we think will result in the con- 
Sumer eventually paying higher prices. 

MR. FAVREAU: Did you say that a loss-leader 
18 something that is sold either at cost or less 
than cost or at a price whicn would not allow for 
covering expenses, did you say in the particular 
trade in which it is solid or “in ‘the particular 
Store in which it is sold? 

MR. BIRD: In the particular industry where 
that particular item is commonly sold. 

THE CHALRMAN: I think what Mr. Favreau 
was wanting to ask was whether, when you spoke of 
the cost of doing ousiness, whether you meant the 
average cost or doing business in that industry 


or the cost of doing business for that particular 
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merchant? 

MR. BIRD: I am thinking of tne average cost 
of doing business in tnat particular industry. For 
Lieweuce, if Lo. Curned out chat actording to the 
Dominion Bureau of Statistics that the average re- 
tailer's cost of doing pusiness (I am speaking of 
hardware retailers) was 20% and an item cost him 
a VoOlter and he sold it’ for 51.15, 1 would say that 
would be loss-leadering. On the other hand, if a 
grocery store sold a hardware item, when their cost 
of doing business is possibly only 10%, and they 
Sold that item for $1.15, also, that. would still be 
loss-leadering. 

MR. FAVREAU: That is why you add "that is 
commonly sold". It is generally -- 

MR. WHITELEY: By whom? 

MR. BIRD: It would be a loss-leader by the 
Srocery store and also by tne hardware store, be- 
cause in votn cases they were selling the item 
below the average operating cost of an item that 
is commonly sold. 

Say, it is a hammer and the hammer costs 
the dealer $1.00 and nis operating expense is 20%. 

MR. WHITELEY: Tnis is the retailer dealer, 
retail hardware dealer’ 

MR. BIRD: Yes, the operating expenses are 
20% and he sells it for $1.15. well, in our mind 
that is loss-leadering. 

MR. WHITELEY: what avsout the grocer? 


MR. BIRD: The same so far as the grocer is 
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concerned. I think it is generally acknowledged 
that tne operating expenses of a grocer are lower 
than a hardware merchant. we will say. for example, 
in the grocery business their average operating ex- 
penses are 10%. we tnink that if he sold a hammer, 
that Same hammer, at 1.15, even tnough his opera- 
ting expense is 10%, it would be loss-leadering. 

MR, WHITELEY: what should ve do? 

MR. BIRD: what snould he do? He snould sell 
it at tne minimum amount, would ove $1.20, because 
that is the average operating expense, we will say, 
of a hardware dealer, and 1 am assuming 20% is, 

Iam just citing that as an example. 

MR. WHITELEY: what should happen to the 
difference above his normal mark-up? 

Mia eLnD: Well, that. would: be his profit. 
He could use it as profit or anything else. 

MR. WHITHELEY: Could he give it away? 

MR. BIRD: He could give it away in groceries 
if he liked, yes, ina further discount on his gro- 
ceries. 

MR. wHITHELZY: Say, he offered a hammer and 
a can of soup as a comvination offer? 

MR. BIRD: 1. don't. know...» 1 Have never 
thought of the combination offer. I know that is 
practiced too. 

THE CHAIRMAN: But if you insist that the 
grocer must charge the same price as tne nardware 
merchant would be required to charge, and by so 


Going he makes a bigger profit than he would’ on 
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nis grocery lines, wouldn't ne ve inclined to extend 
nis hardware operations to bring more profit to him? 

Mi, DILRD: | Well, that couid be, but after ail 
that would ove fair trade. If he wanted to extend 
it I don't think there would be any objection to 
that from the nardware industry, as long as he 
took a normal margin of profit for selling that 
class of goods. 

MR. wHITELSY: Does your firm sponsor sea- 
sonal offers tnrough your customers? 

MRO! BIRD: anat would you «erm seasonal 
offers? 

MR. WHITELSEY:: I notice in my home every now 
and then I get a circular of some retail naraware 
dealer, with his name on it, offering some special 
seasonal items. 

MR. BIRD: Yes, we puolish one for the dealers. 

MAW WHITELEY: «1 notice»some (of them are 
marked with a special designation indicating 
them as vargains. 

MR. BIRD? “Thats rights 

MR. WHITHELEY: H-w do those bargains arise? 

MR. BIRD: well, I am speaking about a 
catalogue that we put out for the local hardware, 
for the hardware trade in Ontario. we develop 
those specials in the organization. Usually we 
try to buy a quantity of merchandise at a special 
price and we take a minimum mark-up ourselves. 

MR. wHITELEY: Do you take your averaze 


mark-up on those? 
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MR BLRD: . Pretty well. yee. 

MR. wHITELEY: ‘what do you méan by "minimum" 
then? 

MR. BIRD: Well, we take a minimum mark- 
up to cover our operating costs. 

MR. WHITELEY: well, is that your average! 

MR. BIRD: Jit could be, yes. . have never 
just cnecked on it or thougnt of it from that 
angle. 

MR. WHITELEY: well, why did you think of it 
as your minimum? 

MR. BIRD: well, we usually shade it, we 
cut it pack. The specials we handle on a lower mark- 
eae 

MEW WHIVELEY: You do reduce 16? 

Mi; BIRD: Yes, we do, 

MR. WHITELEY; How does that fit into your 
plan you are suggesting this morning? 

MR. BIRD: we would cover our operating ex- 
pense so that 1t would Pit in all right. 

MR. WHITBL2Y: But it would not be the 
average? 

MR. FAVREAU: It would be the average opera- 
ting expense? 

MR. BIRD: It would be the average operating 
expense, yes. 

MR. WHIT@LEY: Without any profit? 

MR. BIRD: Witnout any profit. 

MR. wHIT#L£Y: How do you distinguish that 
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put he also has a profit. 

MR. BIRD: I don't think that tne grocery 
Stores or chain grocers snould be permitted to take 
nardware items and sell them to the detriment of 
the nardware dealers. 

MR. WHITELEY: What about the public? 

MR. BIRD: That does not seem fair trade. 

MR, WHITHELEY: What aoout the puvolic? 

MR. BIRD: well, the punlic have not been 
hurt so Ter. “Canada has been Tlourisning, and all 
L can see that it does oy cutting down profit is 
lower our standard of living. 

MR, wWHITELZY: Don't you think the puolic 
is benefited by the fact that competition 1s in effect? 

MR. BIRD: Nc, because he does not always 
get the type of service that he deserves. when items 
are sold for less tnan their normal mark-up, he 
does not get the variety of mercnandise to cnoose 
from. That 1s one way that the cnain grocery store 
could séll on a lower mark-up. 

MR. WHITELEY: Now, these bargain items that 
you indicate in your circular, does the retail 
hardware dealer have a different mark-up on those 
than on other items? 

MR. BIRD: In most cases, yes. 


MR. WHITELSY: He taxes a lower mark-up as 


MR, BIRD: He taxes a lower mark-up, enough 
to cover his operating expenses. 


MR. wWHITELEY: wnat would be the effect of 
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that if all those items were resale price maintained? 

MR. BIRD: If ali tne items in the catalogue 
or just on specials you are speaking of? 

MR. WHITELEY: On specials, yes. 

MR. BIRD: well we would not take an item 
that is a suggested retail list and slash it. 

MR. WHITELEY: Well, if all items are re- 
sale price maintained, you would have no bargains 
then? : 

MA. SLAD: I am not suggesting that all items 
snould go price maintained. 

MR. WHITELEY: If you are going to prevent 
some other line of ousiness from taking lines that 
you think are going to affect tne hardware mer- 
chant, would not they have to be price maintained 
too? 

BH eoLRD: well, my contention is that 
hardware dealers or anybody else selling hardware, 
Should not sell it velow what is considered a 
normal operating expense, and if they do we figure 
it is loss-leadering. 

MR. WHITELEY: No, but tne solution offered 
in your vrief is that tnese items should be price 
maintained. 

MR, BIRD: No, I think that what was sug- 
gested there was -- 

MR, WHITHLAY: That is what the brief sug- 
gests, the solution of this problem is to have 
goods price maintained. 


MR. BIRD: I see, yes. 
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MR. CROWDER: Tne orief suggests the manufac- 
turer if he wants to. We did not say éeverytning 
but if the manufacturer wants to. 

MR. FAVREAU: But it would not solve the 
prodlem inasmuch as things which are not price 
maintained, like these scissors which you quote 
there could very well not be price maintained: iven 
if you had resale price maintenance, it would not 
prevent this from oeing done in the grocery 
store. 

MR. CROWDER: That is correct. 

MR. FAVREAU: That may be your solution, the 
most proper solution, but the second one wnich you 
propose, 

MR. Bln: That. is. rien. 

MR. CROWDER: During the time, Mr. Chairman, 
Drior to this legislation, it was iéegal for. the 
manufacturer to estaplish and maintain his resale 
prices, but a great number of things the manufac- 
turer would just leave it on the open market to 
come and go as it pleased. That will still continue 
undoubtedly. 

The drug trade was provaoly tne one where 
they had the greatest amount of price protection 
or price maintenance, out they had a great number 
of things that were sold on tne open market. 

we do not anticipate that if the law were 
changed and the manufacturer had the rignt te.d6 


tnat, that all hardware items would be price 
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maintained. They would not. I would think tnat 
less than 50% at the very maximum would ever be 
price maintained, maybe less than that, mayode 25%, 
electrical fixtures and some Silverware are a few 
items -- the bulk of the hardware trades would 
never be price maintained. 

MR. wWHITELEY: How does your brief then deal 
witn that aspect? 

MR. CROWDER: Leave it to the manufacturer 
to do as he likes. 

MR. WHITEL“AY: To deal with the situation 
you are complaining avout? 

MR. CROWDER: Well, this is only one side. 
We did not try to bring in a panacea for every ill. 
We say this one thing, the things that are hurting 
us particularly, particularly electrical appliances: 
if the manufacturer had the rignt to maintain his 
prices on electrical appliances that would remove 
pert of it, 1t would help. 

MR. WHITELEY: Does the manufacturer ever 
think of making tnat account directly to the dis- 
tridutor? 

MR. CROWDER: well, in the main -- in that 
case where Lever Bros. were using the pressure 
cookers for a premium, they bought it througn a 
wholesale distributor, 

MR. WHITELEY: That 1s not an example that 
is referred to in this bricr. 

: MR. CROWDER: I tnink tne pressure cooker 
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anytning for tnem. 

THE CHAIRMAN: The major part of your orief 
is dealing with tne difficulties of the ousiness, 
seems to ve related to this matter of premiums. 

MR. CROWDER: And loss-leaders. ; 

THE CHALRMAN: And tne illustrations given are 
pretty completely of the premium type. I mean, 
where you say something is supplied for a penny, 

L would call that, to all intents and purposes, a 
premium rather tnan a loss-leader. 

MR. CROWDER: I understand that the Retail 
Association have asked for a postponement of their 
hearing on account of the sickness of their 
secretary, but they will have a considerable brief 
on those things and I did not want to -- 

THE CHAIRMAN: what I was coming to is this, 
Pua. your Oriel refers to adirricuities in the 
nardware ousiness -- 

MR. CROWDER: Yes? 

THH CHALTRVAN: -- falling within the category 
of premiums. 

Now, the suggestion of a remedy which you 
nave made seems to us not to preclude a pretty 
wide use of premiums still in the matter of items 
that are not price maintained, if the premium 
aifficulty wnicn you now have would not oe solved 
at all oy the manufacturers' election to maintain 
the prices on some articles whereas with respect 
to others the price is not maintained and others 


can compete for as a premium. 
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MR, CROWDER: The price maintenance would 
give us a definite improvement. In the case for 
example of a dealer on Yonge Street who offered to 
sell a refrigerator, an unbranded, unknown refriger- 
ator, and give away a Mix-master for nothing, now, 
this dealer sold electrical appliances (Mix-master 
is one of them) and the Sunoeam Corporation could 
not go into tnat man and say, "I won't give you 
any more of my Mix-masters oecause you nave sold 
them; For nothing. You cut the price down from, 
whatever it is, $/5.00, to nothing”. lL eould: nov 
prevent him from doing that under the price legis- 
lavlon,; but if the right for the manufacturer to 
maintain and estaolisn his resale prices were res- 
tored to the manufacturer, a very considerable 
numoer of tnese things that are badgering us now 
would be remedied, they could not do that. 

THE CHALRMAN: I can quite see that you might 
have a remedy with regard to those items which are 
price maintained, and there might be quite a 
numoer of them; but there would still be a very 
large number of items which could be used for 
those purposes wnich would not be price maintained. 

MR. CROWDER: Tnat is true. 

THE CHAIRMAN: And woulda your position be very 
much better? 

MR. CROWDER: It would be petter, it would 
not be ideal. 

MR. CHATER: ‘They would lose their appeal 


to a great extent if it was not price maintained. 
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An awful lot of these items that are put on premium 
deals are tnings that people well know the price, 
what tne price is. It loses appeal immensely 

if it is not price maintained. 

THé CHAIRMAN: I was thinking of the items 
which you have mentioned in your brief. It seemed 
to me most of tnose were not price maintained, 
kitchen scissors, carving sets, chrome plated taole 
knives, they are usually not price maintained, at 
least there are quite a lot of manufacturers who 
do not price maintain those things. 

MR. CHATER: Those are definitely loss- 
leaders, premiums. 

THH CHAIRMAN: Those are offered as a 
premium, 

MR. CROWDER: They are a loss-leader at the 
same time, to get a pair of scissors for a penny, 
novody could hope to sell a pair of scissors 
for a penny. That is a loss-leader to oring people 
into the store. 

THE CHAIRMAN: was that a straignt sale or 
was it not supplied for a penny if you bought 
65.00 worth of merchandise. 

MA COMOWDER: That, 18 correct. 

THe CHAIRMAN: You might say they were 
loss-leadering on the groceries but they were not 
on the scissors which they were giving away. 

MR. CROWDGR: That is a fine distinction. 

THe CHAIRMAN: It is the difference between 


a loss-leader item and a premium, isn't it, whicn 
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is not the same thing. They are for a limited 
period and they have much the same effect on the 
buying puvlic, bout what puzzles us is that tne 
remedy you suggest, if it were put into operation, 
while it would remove certain items which are 
price maintained from the category of premiums, 
it would still leave a very large numver of items 
which are now being used for tne purpose, still 
in the position where they could be used as 
premiums, and we wonder how much better off you 
would ve. 

MR. CROWDER: well, we would be a little 
better ort. ie will come back to see you next 
year and ask for the rest. 

MR. WHITBELEY: Even if the price mainten- 
ance would necessarily remove tnose as a premium, 
if the Particular retailer were able to secure 
Supplies of those articles -- 

MR. CROWDER: He would not be able to do 
that. 

MR. TAYLOR: Tnat would be a temporary 
ousiness. 

MR. WHITELEY: I know, but most of the 
premium deals are temporary, tney only run fora 
limited period. 

MR PTAYLOR: | ie limited quantity. bib would 
nov say cfor a limited period. .fney are adver- 
tised for a premium in a limited quantity. 

MR. WHITELEY: But if the retailer got 


hold of a limited quantity he could make the 
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premium offer and then he could switch to some 
other) of fer, 

MR. TAYLOR: Thateis true, put.he would only 
do it they one: time. 

MR. WHITELEY: With the one item. 

MBE TAYRCK: = \ihageisaerlentcncUnder present 
circumstances the retail dealer who wants to have 
a loss-leader can have it continuously. 

MR. WHITELEY: with the same items? 

MR. TAYLOR: With the same item. 

MR. WHITELEY: I mean, it would merely be 
a switch of items. He could still offer a premiun. 

MR. CROWDER: He keeps itsupi soOnernof the 
stores ineToronto is using this C.Gik. floor 
polisher consistently for a drawing card to bring 
people into the store. He just keeps on adver- 
tasingeit? 

MR. WHITELEY: de may now, put if your plan 
went into effect, what is to prevent him from 
switching from one thing to another? 

MR. CROWDER: He could not use any price 
maintained article, he could not get those things. 

THE CHAIRMAN: Many of these items are 
bought oy the retailer not from the manufacturer 
but from some distributor, wholesaler or joowver. 
Do you think it would always be easy for the 
manufacturer to ascertain the source of supply? 

MR. CROWDZR: It wouldn't ve easy put he 
could. 


MR. TAYLOR: If he had the privilege of sug- 
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gesting that supplies be withheld it would not be 
too difficult for him to find out what wholesaler 
had given supplies. to. tne: dealer in the past. 

THE CHAIRMAN: we had one instance of conm- 
plains of that’ kind in another type of case last 
year in which all the jobbers in the area stated 
tney had not veen selling to tne man, out he had 
certainly been getting the goods. 

MR. TAYLOR: I tnink that possibly may be 
the case pecause of existing legislation. Il sug- 
gest that if the legislation were different, that 
the manufacturer had the authority to do something 
avout it, then it would not. be too long until -the 
manufacturer found out who was supplying that 
Particular. atore. Many of these lines have serial 
numbers on them and the manufacturer can trace 
the serial number to see which distributor received 
that, snppmeniy ,at le not too digficult toa, find 
out. 

THE CHAIRMAN: where they had means of 
following the items from the manufacturer through 
the, jobber to the retailer, they can identify it, 
but unless there is some identification of that 
kind 1 should think it would oe quite difficult. 

MR. TAYLOR: well, I think the manufacturers 
and wholesalers and the retailers would oe able 
to live with that problem if they had the 
power to do something about it. 

MR. CHATER:, 1 wonder, Mri)Crowder, if you 


would introduce tnese two gentlemen who have come in, 
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MR. CROWDER: I was going to say before that, 
I know one company (I think tney are going to de 
called) wnichn sold an article which would sell for 
$1.00, which is a very small line, they went to 
tne trouble of identifying their label on the 
reverse side witn a serial number on it to check 
that King of .thing.. It.iss@.1ot of trouble and 

a 

expensed, »butwit, they. canide vit for,$l.00.sale they 
6aniao it for.these bigger units. As our President 
Says, we will be delighted to live with that 
problem as compared with tne proolems we have 
today. 

I would like to introduce Mr. Stewart from 
London and Mr. Frank Erskire from wood-Alexander 
of Hamilton. 

THE CHAIRMAN: That completes your whole 
delegation. Did you have anything further to say? 

MR. CHATER: Talking aoout price maintenance 
L just. have a couple of items here that occur to 
me. we had a line of power lawn-mowers. We pro- 
padly distribute, I guess, I think we are almost 
the sole distributor in Ontario. Under the present 
legislation we are not allowed, if we sell a man 
one lawn-mower, wny, then, we cannot refuse to 
Sell nim a second lawn-mower. we have a case in 
point in a town five or six miles from here where 
we have oveen in the navit of selling one man this 


power lawn-mower wno goes to a lot of trouble to 


es] 


service it. He takes it out of the store, take 


it to the customer and snows him how to operate it. 


hon ad nite bet | yi 
one ut ss alee 
oy seh Ke cage 7 
Cx aicinal 9 i i te ; 





in Ho vie : 





weal sin 





a sacosaten aby ‘i wb isa oe | ne o ro 
| | “aib980, ‘oes eho aie ‘te sigue r ved aul | | ‘ i. 
nang, A cinta eng to ea oad on aaa), a 
salt: ova sw vient 4 og) 2 ves sashes Nid hoon 
suet id) ‘pean ‘ bead eb messed foe ay : iy a 
it © a “n ay Vbeveuittine son oa <M 6. 98 shed ie iy 
pial guar ot he ame ames. . “i 

















ep. w/o sme om tS 086' phat wat aes ond al 3 : 
( | Bane vicciee camara: 





4Oog 


and he has been doing very good business. 

Wwe have his competitor who is no hardware 
man anyways tnat handled another line of lawn-mower 
but unfortunately they went out of dusiness. 

He 'phoned in and got a couple of these lawn- 
mowers that the other fellow was selling. 

In his particular case one man worked for 
the Admiral Manufacturing people here wno made 
radios and that line, and he said tnat he could 
buy through his own firm and ne could get 10 or 
Le OLt 

Tnis fellow eventually took him at his 
word and gave him 15% off the lawn-mower and then 
came and got the lawn-mower. He did not take it 
out of the store. He said, "There is your lawn- 
mower, take it with you". 

He comes back after two days and says, "This 
thing is not working". He says, "I have nothing 
to do with it. Take it into white's". He comes 
into our place and there was not very much wrong 
With it but then he says that ne did not want this 
lawn-mewer, that he wanted a larger one. So we 
call up the astomer and say, "This man wants a 
ar" s’not "just o1s". "Give mé eredit’for the’ P68" and 
Pive Himsasepy" "es 

L am quite sure tnat man was not giving 
service on that lawn-mower. He was Just making 
a quick dollar, and we snould have some way of 
protecting the man who had to give service on 


that lawn-mower. 
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THS CHAIRMAN: The law does not prevent you 
refusing. to sell except for certain reasons. 

MR. CHATER: well, he could very well estab- 
lish a case that we refused to sell more lawn- 
mowers vecause he got the 15% off that lawn-mower. 
We wouldn't have very much of a leg to stand on. 

THe CHALRMAN: If you could establish what 
Jour Gl ticular as. all 2ieno, bute ai your real 
reason -- 

MR. CHATER: Our real reason was we did not 
like him giving the price on the lawn-mower in 
that way. we think it was poor merchandising. 

THE CHAIRMAN: If that was the reason I can 
gece At would not. be right, but for any other 
reason you are within the law. 

MR, CHATER: The other man was giving ser- 
vice and making nis profit - ne wasn't making very 
much on it, he wasn't making 25%. 

Then one case particularly in Brantford, 
we have an account, Elliott and Wedlake, they make 
a business of service charges, they do the same 
as tne other man did. We have another customer 
who ouys a lot of hardware and he sold to tne 
company next door wno wanted a power lawn-mower, 
and the fellow says, "I can go down to so-and-so 
and they want so mucn for a mower". "I can get 
10% off. I will get you one”. 

we had difficulty with the lawn-mower. He 
couldn't adjust it and didn't know anything, about 


it, and he admitted to us tnat he cut the price 
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so that ne could say I have got to sell nim another 
lawn-mower, You can't refuse to sell nim because 
he cut the price. we have that on a good many 
occasions. 

The Dominion Stores were selling Hnglish 
lawn-mowers I found as a premium. Where they got 
them lL don't know. They did not come from us. 

Wwe had a case the other day where a woman had got 
an English lawn-mower from the Dominion Stores 

and she said it didn't work, so eventually she 

got in touch with the agent and ne said we did the 
service /On them; so come into our place. I think 
one of tne roller brackets was broken and we told 
her we would give her a roller bracket for 25¢. 
Siie: SauiGiwk LL cante put itson"”. “what about 

your husband?" She said, “He is a lawyer, he can't 
do anything". we charged her $1.50: They had no 
Nusiness: toda that. services on these? things’ is 
quite a propvlem. 

MR. WHITELEY: This first instance you men- 
tion appears to me to be somewhat lax on your part. 
If you wconsider that the article you are distribu- 
ting requires a certain amount, of servicing by 
the dealer that you would not question those 
articles tnat the dealer should provide tnat ser- 
vice. 

MR, CHATER: well, we have several kinds 
opditriculty. + We had 3,000 aAecounts: and it “is 
pretty hard, we can go to our fellows on the 


telepnone and say, "Don't sell this fellow a lawn- 
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mower" put they put tne pressure on you, they say, 
"I will get tne lawn-mower and I will get hard- 
ware somewhere else". He may go down to our 
friend Ed Bird. we have tried to do something 
Vike that. 

THE CHAIRMAN: You might still have that 
pressure if you nad resale price maintenance. 

MR. CHATER: we would make them keep the 
price anyway. 

THE CHAIRMAN: But if he said "I will go 
somewhere else" -- 

MR. CHATER: He could not go somewhere else 
and get this particular oneee 

THE CHAIRMAN: But he can get the rest of 
his hardware somewhere else. 

MR. CHATER: He can do that. 

ToE CHAIRMAN: What I am thinking is tne 
remedies are nothing like 100%, what you are sSug- 
gesting. There would be a lot of loopholes and 
angles to it that are not overcome by the proposal. 

MR. CHATER: If the manufacturer*-or distri- 
butor was allowed to assess wnat nis stuff snould 
be sold at, I don't think we would get togetiner -- 
the contention that we would get togetner and 
tix prices, I den't think that is necessary: 

These Flexivle Shaft people who make 
Mix-masters, they want Mix-masters and they won't 
take anything else. I think he is entitled to 
his price. He nas spend a lot of money in de- 


veloping it and I tnink it il] -tenhooves the 
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Government to say this man should not be able to 
say what he gets for nis product. They require a 
certain amount of servicing. 

we nave other people making kindred products, 
light products of that kind, who have spent the 
money and create the market. I think he should 
have some say in how he is going to sell nis mer- 
chandise. It hink it is a pig mistake which we all 
hope this Board will repair. JI think we should 
be avle to say who we should sell tnem to and who 
we snould not. 

THE CHALTRMAN; That reasoning would apply, 
I presume to any manufacturer who spent any money 
on advertising or on demonstrating. 


MR. CHATER: I think so, I really think 


THE CHAIRMAN: Not merely the nationally 
advertised brands which you refer to in this 
brier. 

MR. CHATER: sSomeoody who establishes the 
price and gets up the demand. For example, G.E. 
kettles or pressure cookers; there nave veen half 
a dozen people, more than that, make pressure 
cookers, pout the Pressure Cooker people made the 
demand for the pressure cooker and they should be 
allowed to set the price .or say wnat it should be 
sold at. 

THE CHALRMAN: What I am getting at, do 
you mean that argument only applies in the case 


of an article wnich nas been very extensively 
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advertised on a national scale or something of 
that sort? 

MR, CHATER: J wouldn't say to put an ad in 
the local paper, you could say that was advertising, 
but the advertising with a ticket on it and people 
Know wnat it is worth and if they can go into 
a department store or chain grocery store and 
buy it at wholesale price, why, it should not be 
allowed. 

MR. TAYLOR: Ll would tnink that would apply 
to any manufacturer of any item, that the cnoice 
would be his regardless of the amount of adver- 
tising. In otner words, there are many forms 
of advertising. Merely having a sales promotional 
campaign in a newspaper is one form. Intensive 
dealer selling work, while the puolic generally 
if noo familiar with it, is another form, 

I think the option snould be the manufac- 
turer's as to whether or not he reais that he can 
achieve the best merchandising through a price 
maintained article or one that is thrown on the 
market helter-skelter. 

THE CHAIRMAN: You would, I suppose, take 
the position that tne distinction between a manu- 
facturer wno advertised on a national scale and 
one who pursues one of these other forms of 
promotion in a more restricted area, the distinc- 
tion is merely one of degree and that there should 
be no difference in the position of the manufac- 


turer with respect to tne right of maintaining 
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prices? Is that what you mean? 

MR. TAYLOR: I would go further than that. 

I would suggest that a manufacturer might not neces- 
sarily have to have any advertising programme. IL 
don't suggest that advertising is tne basis on 
which the manufacturer might have the right to 
ehoose to or not to choose to sell merchandise. 

IL feel that any manufacturer of any item should 

have fhe fveedom to determine the method of mer- 
chandising the article that he manufactures. 

THE CHAIRMAN: That is, you leave it entirely 
in the hands of the manufacturer of any article 
irrespective of whether or not he operates his 
business -- I mean, wnetner on a national scale -- 

MR. TAYLOR: That is right. Ioam suggesting 
that competitive factors are sufficient in today's 
market to prevent any opportunities of monopolistic 
practices . 

THE CHAIRMAN: I am afraid we interrupted 
the comments that were being made by a member of 
your delegation. 

MRe CHATER:, E.couldstalk ablwmorning, i 
eucss, uf) fhwas allaowedsto.. Tthave atlistvhere 1 
just happened to take off our credit manager's 
desk of people wnom. we sold recently. I asked him 
how many appliance dealers have yone out of 
business recently. He said, "Well, that is a 
pretty broad question because we collect pretty 
elose and there would ve a lot of them go out 


of business probably made an assignment after them 
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which wequit selling... He said, "It is quite 
noticeavle, we used to have five appliance sales- 
men. Now we nave tnree,"in fact I think only two 
full-time, principally because this thing is 
getting into pig nanas’. 

we used to Sell refrigerators, we used to 
sell about a carload in a week, in fact one weex 
we sold’ ten carloads’. Now we are out of the re- 
frigerator ousiness primarily because tnere is 
HO Drorit- 2m 2 and it Nas FOU down to Toronto 
where tnere are about six people, maybe less than 
that, who are selling the bulk of the refrigerators 
Pir YOronco:, 

pooner or later -- in fact I understand, 
now, there may ve Frigidaire people here today -- 
there are prooabdly only two of tnem handling 
Frigidaire, and they turn around to Frigidaire 
and they want 10% off or they will put in McClary 
or some otner line although small dealers carried 
them last year and gave service on them. 

i nave “one or my son did. He bought it from 
one of our dealers, we got a cut-price on it, 
25 off which is good provided they got service 
on it. I don't think the thing has ever worked 
properly, but they will get around to it, but we 
did not get service of any kind. 

IL am only one, but it must be pretty -pre- 
valent among other people who had tne same thing. 
I think we were a lot better off when we nad more 


people that would look after the customer. 
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Certainly our appliance business nas gone to 
pote GW domlt think iit ds: a. good, healthy thing 
for the country. 

I have tne list here wnich I took off the 


1 


credit manager's desk witn fifteen marked "go 
Slow. Get our money". I don't think I nave any- 
thing else to say. 

MASOROSS: <Bhesonty thang DT would like to 
mention is this. we nave about 30 or 40 nardware 
dealers who used to carry the odd Mix-master, 
tworor three electric kettles, ‘two or three 
Pioorspolisners; andi I don'ttythink:one of them 
today will buy one. They say, "No, we are out 
of stock permanently". This is voecause they 
can ve bought -- in one store just two or three 
days pack on sloor Street -- at less money tnan 
we wholesale, practically our cost, that is the 
reason, 

something should be done to correct a situa- 
Gio) lisse, that Lt did not happen, before this 
new legislation came in, 

THE CHALRMAN: Have you any information 
as to the price these big dealers pay? 

MR SROSSs4 tL haven't an the world. 1 couid 
surmise but I daren't say 1t vnecause I'm not sure. 

THE CHALRMAN: You don't Know wnat price 
they pay for it, whether they actually sell for 
less than they pay? 

MR. CHATER: we sold them on @ couple of 


occasions and proved much to our surprise that they 
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were selling Abesceeely what they paid us, nothing 
insit ateall.. Next time they asked us for it we 
say, "we haven't got any", and tney go along to 
somebody else and get them. They sell them at- 
exactly what they pay, they are loss-leaders. 

This George's Appliances, you get a full- 
page ad and I often wonder whether there is not 
something to it: You pick up the editorial of 
the Star and they seem to think this price mainten- 
ance thing is no good at all, that everybody is 
Betting the penefit from it now. I often wonder 
whether the advertising they get from some of 
the big dealers hasn't sometning to do with it, 
with drawing up their editorials. It is certainly 
very suspicious. 

THE CHAIRMAN: You mean it does help the 
hewspapers anyway? 

MR. CHATER: Yes, it helps the newspaper. 

MR. RICHARD: I just want to make a comment 
on a@ remark that was made that a dealer could 
pick, if ne was restricted from one particular 
product he could go to other products ad infinitum. 

I think that largely speaking the only pro- 
ducts that most dealers are interested in in loss- 
leadering are nationally advertised, or shall we 
say, consumer accepted products. we have men- 
tioned General Electric floor polishers. There 
aren't too many alternatives, If it was restric- 
ted fron General dlectric floor polishers he has 


only two or three otner tnings which are leading 










“tied wat . 
in is 40% wie : oR ti 
Ly orm) nie oy 





é ‘ ; so i 
i ty i eae ; 
A Ai: : oh F, m < i", ee cit ai ah 
ac ae ae oy sup. ais - er 






















; Ah i ; w , nt , a aAt age ; 

a 8) eat ae y gee ont 0 gay’ oa! bets - ne 
7 i f ; 4 ca Tort hi ry i , ly ; { a ay my ae n i : Vie AG : 
" i ying ut a 2 epg k ot ines te o8 edd My hath e eet adn tt oeRe ‘, {is . 
My fs uy ie hts h i 7 4 t " ned Bs vy rah fa da RP yer! c Dee | m " uf a 


ft 


ey F - a ™ r ey . , : ’ } if 
ANT TE Se a at ge » | vd ok ire el ee 
ea ! ih 3 y aaoncdeciw, Stal a X00 8.3 
F +e ar date | by i 


he " ae : lent ' rv. i , em , if % “. t be 
ae Ope gab Slat Sage 





; [ ; Moa el re ie a a 

ge i aa ta" fe prorins Sue qe ay Lg ae’ ie If oe i), aati iti ioe i 

~~ Say tty aa i Lon y | Ae A ’ , HA i 
an Py ee yl , iA ; ; ' p ; a ; 

RU ie Tena cles) Ol ca an . = iB 
PA dos an dav wither, ee Oe | Oo a enn a erie t ae, age sa .) 
| h } ‘ i pee j a 0 

j ae or ry alee f ¢) ‘ 

“he i ubdeere Baad (tise bees C ah, anita gone Ws 
ant / taal a LO 7 ; ' ee ooml ht hoe paki we ol ne 
res 2 ‘dee Medina ea) ee, Py: ha nebateta - T c 
a, ey Palani e” jymnelact es |! ‘WOsy 1:2) Dace AHR Bee: ARTI i 
j as ; yen. Se : ue Lehi T : nent ' j Pal pai 2 a * } i 

oy ba : ; i ; pe ae ; ean? mi ¢ aie { ah 
ae cc e Fi. CRE Ge Pow ¢ Ta ay at i u * y wie) mend vers eth re 
1 he ar ; f ; v i a oath ie Te a 
Se yt 4 i er "Ea Nh ‘ ry oe 

rw yt | ' sh ilae al trad ra) he » Al oe De g } F ' ‘oo 
bi a of { Beha yes ew) o yy Cha. ‘rip: My RY fg 2 eS an oe es ih kD Ue seb ath ud vn a i 
f ‘ | vt ' i } MF | i | i 4 p is i 7 
es 1) ge teh eigen es gga Lefatood the wkeda, ae sates aan ‘ane 

mare hie it, i ed aw sad esi aa ys : ay? role % : 

a } f Ms 14S 


b Fartee Sa AES 


Thea : bo eee a Vey an 1h att rel ebqeue, ete 4 


Ry p i Put Wun in 
ey 4 Ve we ! ae: Paresh Wy iat wi Ay ey eae aie 1S Ora 
il Te iw “i 5 t F 7 Uren a 
; ys | ie ie ; on 
pve ut a 2 % ; ; 4 . i i ‘Gy - ry OLE. ated eynwon uy I 
STW Fy, rm ' Mi ie . Te ay ua k 4 g ha) 
is ) ry ¥ ; Fr f j . ; i f it i : ; im i i i” a 
i f ay of ak hike Sikes Ai) Loa | 4 FEAT A. ba) LN biel red, hee 
hay Pal Se RR Se PRA Pe ck ke Mee wh 
rt it i f My . be } Car. 1 va 7 
isp i 
i, 3h Meee eS eo eae is Ae, ae ana 
an i teem d. Soe, ts Hy aA Sara Dadiabi lah ipnee autre: bt | 





Na areca ene 3 oon 





eee ea ee ke hen kc — Par Es 
ATLA © ee eee ar raid ee We a he 









~ 9g { ti tm ns ies mH sdtte id Ad ‘i zi yrs ant vis ay . spon o od gtqub 


i | ihe ty AP sre o lin wo Sea ann gatnebees 


as Pie) Geer ha ‘Send we? oo 


eee hid snes 1 bouysons somwaaas 998. oa 
| , We ioe 


i a 

«goes ‘sutnadhs, ae ne 
a coin 

r ipoactes sod doa vetagante fae hi 





‘ 


My : ; ay ey a 


: os ano Hol reich 4008 cee senses 


dio 










ii 


sprigs 4 ak ie 


consumer items. If you read the newspapers you 
will see the names that are bandied around, Sun- 
peam, General #lectric, westinghouse, not very many 
More. tne Small appliance ficid. 

They are names of companies who have spent 
a vast amount of money and effort to get eeneunee 
acceptance of their products. Naturally if 1 
am a dealer and I want to drive people into my 
store, those are the products I am going to 
choose. I am not going to choose something made 
by an obscure manufacturer of whicn the public 
does not even know the value. That is not done, 
you can prove it from any of the advertisements. 

S Wee LOCKing at the electrical stores | 
advertisements last night, General Electric kettles, 
poe vevarl. That 18° 166s than we sell 1t for 
to the average dealer by a few cents. Heaven 
knows we are not making a huge profit. Similarly 
with General Electric floor polisners, 933.95. I 
meant to make a note of our wholesale price before 
1 came down. It is around that, is it not? 

MR. ROSS: We are not giving secrets 
away to you fellows. 

MR. RICHARD: $34.50, 1 belisve, isthe 
normal price to a dealer. Let us assume that the 
man made a little deal, if ne could, but He cer- 
tainly is not making any legitimate profit. 


: 


I know a case in point out I won't mention 


names, where a certain large appliance chain in 


Toronto pought 800 of a orand of automatic toasters 
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and they sold them at the exact price they paid for 
them. I ascertained that from a friend of mine 

in the company that sold them just for my own 
personal information. In effect they were selling 
for less than they paid bon tnem, 

Now, I cannot see how that is a construc- 
tive Situation to the hopes of other dealers 
who are trying to make a legitimate profit on 
that exact item. 

Of course the trade name was advertised, 
Otherwise it had lost its effect as a bait to get 
the public in the store. 

THE CHAIRMAN: I think it is quite true 
that very often these cut-price items are selected 
because they are well known, but it is often ve- 
cause they are widely advertised and the market 
has been pretty well establisned for them, bout 
sometimes tney are not patented or trade marked 
or nationally advertised articles. 

MR. RICHARD: No, but generally speaking 
Chey are. 

THE CHAIRMAN: I seem to recall sugar, some- 
times outter, tea, coffee, being offered for that 
purpose, wnicn could nardly oe called a special 
article that has been built up oy a particular 
manufacturer. 

MR. RICHARD: But you must admit tnat 
there is a situation today wnere companies like 
the one I mentioned wno nave spent a terrific 


amount of time and effort to promote a product, which 
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is supporting a good many families of their own 
employees and employees of dealers, you must admit 
that those products are oeing dragged down today 
to the point wnere it is douotful whether a lot 
of dealer will continue to handle them. I may 
be mistaxen in trying to put one of them in one 
of our consumer pdulletins. we had a good many 
of our customers, our vetter customers, wno refused 
to buy tnat consumer catalogue merely because 
this particular named product was ;included. They 
said "we cannot sell them at tne price you put 
in there, so we won't buy your bulletin", and we 
only nave one or two of thos&® appliances on our 
Shelves. we don't intend to do much more about 
LC -until the situation clears up. 

iP aonsenthink Ghat isea .rairaposition: for 
the manufacturer to be in who has made such an 
expenditure of time and effort, engineering 
ability and all: that<to get a product. on) the 
market. Do you 

TH! CHAIRMAN: I am not making any comments 


at this stage. We are here just to find out the 


MR. RICHARD: I appreciate that, put honest- 
ly I am sorry for some of tnese manufacturers 
who are in the position that they are today. 

MR. CROWDER: Mr. Stewart, any comments? 

MR. STEWART: I tnink these gentlemen have 
covered our views very adequately. We pelieve 


Strongly that the manufacturer should have the right 
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if he wishes to follow the distribution of his 
products through to the consumer by maintaining 
the price, and the distribution of it. we feel 
that if the manufacturer had that right, it would 
protect his interests. 

The way the situation is now it is working 
very strongly against their interests. They are 
losing, eventually will lose that market which 
has cost them much money and effort to obtain, 
and we feel, as Mr. Taylor has expressed it, 
that they should have the rignt to follow the 
GiStriburion, if they wish, to its ultimate,. to 


the consumer market. 


ci 
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THE CHAIRMAN: Any other memper of 
delegation wish to comment? 

MR. ERSKINE: Gentlemen, I have not any 
remarks to make except I have listened with inter- 
est to the comments of the other gentlemen here, 
and I concur wholeheartedly with their opinions. 
That is the general opinion in our industry. 

W..are large appliance distributors and 
our pusiness has definitely be seriously affected, 
adversely affected, oy these so-called loss- 
Leaders, price-cuttinge. 

i concur with Mr. Tayior. £ think: the 
manufacturer snoula have the right to estanlisn 
the end price on his article. Competition will 
keep it in line. Competition today is very 
keen. The article must be good and must be 


priced rignt or it cannot be. sold. ~ That is ali 
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I have to say: Tt is quite evident that the 
manufacturers must feel this very keenly. TIney do 
not like to see their merchandise booted around 
the way it is. 

THE CHAIRMAN: I suppose if there were an 
industry in wnich monopoly conditions existed, 
your views about the rignt of tne manufacturer to 
fix prices might oe affected, because you have 
cased your arguments that the manufacturer should 
be free vo fix his prices all the way down to the 
eonsuméer, on the ground that there is very keen 
competition. If there were a situation of mono- 
poly or something close to monopoly, tnat argument 
would not apply, would it? 

MR. TAYLOR? Sir,e#Llowould suggest. that under 
presentday conditions there are very few oppor- 
tunities for monoply. when we are thinking in 
terms of monopolies, we think of a situation 
where. the avallabllity of capital was fairly 
limited, that costs of getting into a particular 
industry were prohibitive. I. think today, even 
witn the availability of capital as it is, that 
any industry or any manufacturer who nas achieved 
what we might call a monopolistic position and is 
taking advantage of it, we would very snortly 
find that there would be a sufficient flow of 
capital to tnat industry py other people who saw 
the opportunities tnat nis monopolistic position 
did notvuLast Goo -long. 


iL would suggest that we have a greater 
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monopolistic proolem as a result of the present 
legislation, for are we not in effect driving 
business at the retail level from the hands of 
many to the very few under the present ieee das 
tion? 

THE CHALRMAN: Mr. wickwire, do you wish 
to ask any question? 

MR. WICKWIRE: I nave a few, Mr. Chairman. 
I have made a note or two of some remarks of some 
of the gentlemen present, and I also had a few 
questions on the brief itself. Perhaps for the 
sake or regularity 1 will deal with the brief 
Paice. 

Mr. Crowder, you mentioned at the top of 
page 2 that the use of hardware items used for 
loss-leaders and premiums oy a consideravle numoer 
of retailers has nad a. most disturoing effect 
upon your customers and your sources of supply. 
Now, first of all, the disturbing effect upon the 
customers «' Uo take it that. is the effect, as ex- 
plained by some of the delegation present, that 
some dealers are saying "We do not want to sell 
under manufacturers! brands because someoody else 
will sell it at a lower price". 

MR. CROWDER: well, there are a number of 
effects upon the customers. 

MR. wiCKwiR#: Would you just enunciate 
what they are so tnat we will know? 

MR. CROWDER: The one point is that the 


manufacturer would advertise an article worth, 1léEt 
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us say, 939.95 and next week tney will see this 

in a store at $29.95. Those are imaginary figures 
I am using there. So tne consumer says "Somebody 
is lying acout this, This is not worth the ad- 
vertised price of $39.95. The manufacturer has 

a fantastic profit in here some place. It is 

only worth $29.95 because here it is for sale at 
$29.95". So it disturos the market value of a 
commodity in the eyes of the consumer, 

MR. WICKwIRE: well, I am only suggesting 
this but perhaps the market value is an artistic 
one in the first place. 

MR. CROWDER: I don't get you. 

MR. wICKWIRE: Or at least an artificial 
One I Tievliret place’. 

MR. CROWDER: The price established by 
the manufacturer in the first place would be 
nardly likely -- 

MR. wilCKWIRE: Use the illustration that 
you have given us. You say a customer sees an 
ad in the paper that this article is wortn $39.95 
and tne next week he stes the same article adver- 
tised at $29.95. 

MR. CROWDER: Well, we get back to the 
exact article quoted a while ago about these 
kettles. Those kettles have been sold at this 
figure which was a few cents less than the price 
at which the wholesaler would normally sell the 
retailer. Certainly that was not a fair value 


for that article. 


tat rd, Pits th - ores “a 
al Ga ia aren yee. 
ea dure tae in 


' a) 


on ree oT ae 
a i moe on os aa 1 ite oie “ 


Ve a Ader ne 


salt. santa sien ont Pog as tye oot abhak§ 


W =f i if 


fit 
— u bai YT ia 


~*~” : me pe ne 


eb ok) ese 8 woos wre tt aon olanmaney co 


wa) 


. ta 
iu § ri 


ant uit sepeogd AG LOSS sew ‘fate 


dey PORAESD: TL OG. Nae, es 


id 


SOO att WO ees was Ad Yosh ahinay ey 


| 
vine ® ih Ks be iD sibel yn ré i” s A " i 7 sul 4 ax * 1 
7 an ‘Vy De pedh Se, Lape BRT s ~, : 


Rie ll yea eh 


“i £ Baty 
vey | 


apie der 
fae Kare 2 


i : i Otte 
Hoelyt: 


im, ie Ce Tan ee ; i aa Rates ry 
ae ce | p SAP -1a ds er New . ' = BNE TS 5 


f 


a ahr ‘Sue Sibitiw eB bs vow 5 ey 
one de 'bo sy piven awit ; deka od. epi? ie 


4 


er vant 


“gos =4 ae acs weet bial wat ¢ eo celdw: rust 


- 
vit? 


ee, , bie, pees Bsvew noise yatoute ory | thoi wy 
ne , wie areet a0, efatrteo into Ad 9 | 
7 a a4 oe Araby : ; | er 
« i i ae ty dans adh ira! setotrne a 
+ : , - 
- 


> 





4560 


MR. WICKWIRE: jsut in what quantities were 
those kettles purchased oy the dealer wno was 
selling tnem, do you know? 

MR. CROWDER: I don't know, out I know of 
one case where a retailer -- 

MR. WICKWIRE: Or do you know what margin 
the particular dealer concerned is selling them 
for, what margin he is getting on them? 

MR. CROWDER: well, I think they could 
answer that nere. 

MR. CHATER: He might get 54 if he makes 
a deal, he may have got 5% discount. 

Mi. wWiCkwIRE: In wnat way does that have 
a disturbing affect on the customer, that is what 
I want to know’ 

MR. CROWDER: secause the customer is given 
a false opinion of the value of the article. 

MR. WICKwWLIRE: well, he is still buying the 
article, is he not? 

MR. CROWDER: But he has got tne impression 
that if tne store has a kettle for.37.95 and the 
next store has a kettle for $9.50, the $9.50 
Kettle seller is a robper. 

MR. wICKwIRE: But you mentioned a moment 
ago that he blames tne manufacturer? 

MR. CROWDER: well, ne thinks the whole 
set-up is a fictitious lot of fancy prices that 
give everyoody a tremendous profit that they 
are Not entitled to. 


MR. wICKWIRE Then I would suggest -- I 
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don't say tnis is so -- but pernaps if tnat con- 
dition has oeen orougnt avout it is because there 
nas been an artificial spread of that suggested 
price over the manufacturer's price. 

Miwa Pe Y LON: weletLeink youswllli find on in- 
vestigation that any lines that were price main- 
tained prior to tne legislation, that the mark-up 
at all levels was less tnan a non-price maintained 
item, the same item of a non-price maintained 
line. 

In other words the margin on a well ad- 
vertised nationally known line has been generally 
lower than it is on the same item in the standard 
line. Therefore LL. suggest that the mark-up oasis 
was not out of line. 

MR. WICKwIR&: I don't know whether you 


le 


Gay 


were the gentleman who referred to tne ket 
that. was advertised or not, the G.E. kettle, but 
what would have been the normal mark-up or what 
would the mark-up be if the article were price 
maintainea? 

Ma. Guatee: $14.95, dent 1b, retail? 

MR. TAYLOR: $12.95. 

MR, CHATER: $12.95. That would not give 
a mark-up. of 25% .0n cost, 25% on, selling price, 

MR. MAYLOR: Yes. 

MR. RICHARD: Just by way of information, 
this particular dealer I referred to, if he 


bought them at the price he tried to get them 
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from us some time ago, would nave bougnt that 
Kettle for avout $7.75, and he has advertised it 
at$7.95. Now, I don't think anyone would say that 
any kinda of an operation would find that an 
adequate mark-up, except as it is pveing used, to 
lure someone in the store to sell him something 
else. -Iif you go-into some of these particular 
operators who use these tactics, you don't get 
out with just-a $7.95°kettle under your arm. You 
have a lot else with you at the same time. You 
have to put your pocketbook.really under control. 

MR, WICKwWIR#: But he had purchased tnat 
kettle in some quantity? 

MR. RICHARD: He may have bougnt a couple 
er handred) orego.7= LD. is @tila 20¢. on a. $7 .95 
purchase or 20.00 on a $775.00 purchase, wnich- 
ever way you want to look at it. That is not 
an adequate return on your investment. 

MR. WLICKWIRE: There has been a lot of 
talk about averages. Would 200.00 be an average 
purchase or considered a large purchase? 

MR. CHATER: Large purcnase’. 

MR. RICHARD: A large purchase. 

MR. WICKwIRE: well, what would the 
cost be to the dealer of an average purchase? 

MR. TAYLOR: You mean wnat is the price? 

MR SOCHATERs "Just anout 52°10 wlikb. be if 
ne takes «a full ‘package. There’ is a certain 
package unit. If he eames a full package unit he 


gets another 5%. 
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MR. FAVREAU: what is the full package? 

MR. CHATER: 6 I think. No, four kettles, 
Sie, Tons, 

THE CHAIRMAN: Supposing he bought 6000? 
would he get a different deal then? 

MR. CHATER: No, there are only two prices. 

THE CHAIRMAN: what I wanted to find out 
was) if there is any possibility of a, further re- 
duction for one large order? 

Mi: CHATER:. Not. atv the present time. 

THE CHALRMAN: One large order involves 
less work to the wholesaler than 25 or 30 smaller 
orders, 1 would think. 

MRi CHATER! If you have cut prices very 
much you have got to sell an awful lot more in 
order to make up what you have lost. 

Apcase,an, point aoout losing. confidence An 
the product, I nave recently taken out some washing 
machines. This washing machine normally sells 
at $119.00 and we pay $99.00 for them. I tnink 
i am rignt in that, but I may. ve a few cents out. 

This man was advertising tnem at $99.00. 


and this woman paid 114.00 for it and she saw 


» 


this advertisement for $99.00 afterwards. Sh 
immediately calls up tne manufacturer and says 
"What are you going to do about it? I want the 
difference between $99.00 and 119.00". He 
called me up and he said, "What would you do?’ 
I said, "You know waat I would tell her." 


That as: destroying, confidence in an item 
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and there may ve some difficulty in ever getting 
the price up to $119,00, just because this fellow 
advertised some for $YY.00. 

MR. wiICKwiIR&: I take it that -- in your 
brief you state that these practices had a dis- 
turping effect on your customers, your customers 
being the retailers, and it was because they were 
calling up you people as wholesalers and saying 
"We cannot meet the competition. Therefore we 
don't want such and such an article”. 

MR. ROSS: mab ie right. They won's 
carry It Wnvscocss.. + ney will just be out of 
stock purposely until this thing quietens down, 
that is che sory. 

MR. wiCKwIRE: what is the errect on 
your sources of supply, what is the disturbing 
effect on your sources of supply that you complain 
avout? 

MR. CHATHR: . They have to cut. back, there 
is no question about that, cut back in production. 

MR. WICKWIRE: The manufacturers? 

MR. CHATER: Yes. 

MR. wiCKwIRE: Do you know any who nave? 

MR. CROWDER: Didn't Mr. McKinnon say 
that -- I think he told tnat to Mr. MacDonald. 
Mr. McKinnon went up to see Mr. MacDunald about 
this in Ottawa and I am pretty sure that it just 
aoout put him out of business, I don't know. 

MR, CHATER: Taney had a strike and they 


were out for six months and he said he didn't 
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care whether they ever came back. 

THE CHAIRMAN: what is the company? 

MR. CROWDER: National Pressure Cooker he 
is in. He will tell you what happened. It just 
about ruined him. 

MR. WICKWIRE: His production fell off, 
is) that: 127 

MR. CROWDER: Yes. 

MR. WICKWIRE: Were his cookers not sold? 

MR. CROWDER: I can give you an example 
of what happened in Grimsoy. 

MR. WICKWIRE: I am talking avout the one 
you mentioned. 

MR. CROWDER: Mr. McKinnon? 

MR. WICKWIRE: Yes. 

MR. CROWDER: The manager of the National 
Pressure Cooker Company of Wallaceburg. Lever 
Bros. offered (I may ve a cent or two out in my 
prices) the pressure cooker to anyvouy wno would 
send in some coupon from some detergent, for 
$12.95. The. retailers could not sell them at 
this price because that was their cost price 
or less, so they just discontinued and they dis- 
continued all over the country. 

MR, WICKWLRE: ‘How long did Lever Bros. 
do this, do you know? 

MR. CROWDER: Oh, for several weeks. They 
advertised it in tne Star Weekly whicn reacnes 
throughout tne country, so that they had to 


keep these things available for their customers. 
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MR. WiICKwIRE: But the National Pressure 
Cooker Company must have ocen paid for these 
cookers? 

MR. CROWDER: Surely, but it ruined their 
ouSiness with tneir customers. Their customers 
would not put them out on their shelves. 

MR. wiICKwIRE: Just let me follow tnis 
so that you and i think alixe on the subject. 
Lever Bros., you say, put out as a premiuni 
pressure cookers? 

MR. CROWDER: That is right. 

MR. WICKwIRE: They must have purchased 
them somenow? 

MR. CROWDER: That is right. 

MR. WiCKwiRe: Through the manufacturers‘ 

MR. CROWDER: Through a distributor in 
Toronco, that is correct. 

MR. wiCKwIRi: wno must nave paid the 
manufacturers for them? 

MR. CROWDER: That is correct. 

MR. wICKwWIRE: Now, these pressure cookers 
got into the hands of the public? 

MR. CROWDER: Correct. 

MR. wiICKwWIRE: The consumer? 

z MR. CROWDER: Yes. 


MR. WICKWIRE: In great quantity, <I take 


MR. CROWDER: I don't know what the quan- 
tity was, I know what the effect was. 


MR. wiCKWIRe: Now, Lever Bros. only had 
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this premium or give-away, wnatever it is, adver- 
tised for a-period of a few Weeks, 

MR. CROWDER: For some weeks, I don't know 
now long. If anybody sent an ad back they nad 
to supply the cooker, 

MR, WICKWIRE: And in the meantime you say 
the retailers discontinued puying or selling 
them? 

MR. CROWDER: They figured they could not 
take a chance on having it in their store and 
having an argument witn their customer. 


Me. Johnson, a4 retalLler’ in Urimsby had a 


493 


woman come into him. He had sold ner the pressure 


SCoker For tne regular price, ‘L think 1t was 


pl7.50. She vdougnt that on Saturday and the paper 


on Sunday -- sne said "I should nave waited until 


today to buy that pressure cooker from you decause 


I can get it for $12.95 and you charged me $17.50". 


MR. WICKWIRE;: You are ahead of me. I am 
still with tne National Pressure Cooker Company. 


Has that company ceased business, did you say? 


MR, CROWDER: No, tney are still in ousiness, 


put I Know Mr. McKinnon says they were nearly put 
out of business while this thing was going into 
effect. So many retailers refused to sell their 
goods and woulda not buy any more, 

MR. WICKwIRE: Are the retailers selling 
the pressure cooker now? 

MR. CHATER: No. To some extent, but if 


somebody wants to ouy sometning for a shower, for 
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example, that is tne last thing they will suggest. 
They figure it stinks, they will keep them for a 
long while, that is tneir attitude. Anything 
that has veen used for sucn things tney won't sug- 
gest it, and the pressure cooker people have 
definitely suffered by it vecause the mercnants 
won't display it, they will suggest something else. 

MR. WiCKkwIRE: But what about the volume 
of trade of the National Pressure Cooker Company? 

MR, CHATAR: It will ve way down, we know 
how much cookerousiness we enjoyed in the -pressure 
cooker business but we don't any more. 

Ma. TAYDORs -L think, sir, the point we 
are making is that action as in the case of that 
particular instance destroyed the merchandising 
pattern of that manufacturer to such an extent 
that he found himself, instead of depending on a 
ereay many ocurlets for his particular product, he 
found himself depending on a relatively few out- 
Lets who were then in a position to exert great 
Pressure on him for further reduction in prices 
so far as they were concerned. 

MR. wiCKwik&: Do you know whetner or not 
great pressure was exerted? 

MR. TAYLOR: JI have no means of telling. 
Frovavily Mr. McKinnon can, 

MR. wiICKWIRE: Now, further down on page 2, 
Mr. Crowder, your brief states: 

"Regular hardware items carrying 


"pranded names are used as premiums 
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"Prom time to time by nbvudheturt 
"ors of tea, coffee, oreakfast 
"fFoods, detergents, and other 
"commodities". 
Does this practice not also pertain in the United 
states under Fair Trade law? 

MR. CROWDER: well, it could not continue 
the fair trader wants to stop it. 

MR. wiCKWInEe: well, tnat orings up this 
point, thaty°can they and do they stop it in the 
United States? 

MR. CROWDER: Yes, they do. 


MR. -ROSS: Some States haven't got fair 


MR. CROWDER: They have all got fair trade 
but two or tnree States. 
THE CHALRMAN: Three. 


MR, wlCKwIR#: IL understand 


Ct 


Oo, and wnat 
has happened in those States? 

MR. FAVREAU: You iiean those wnere there is 
fare trader 

MR. wiCKwikk#: Yes. 

MAS AYGOR: << don't think you can judge 
irom ithe results in tne United States. It is 
because of tne cumoersome mechanism to achieve 
those results that the results have not been satis- 
TacLory 

My understandin,; is that if a manufacturer 
wants to present a case under the Falr Trade 


Laws, he is not likely to have tnat case neard 
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wituin a period of 24 months, by wnich time the 
problem has provaoly been solved, too late in any 
case insofar as he is concerned. 

MR. wilCkwiRi: In other words, they nave 
Pound ‘ereat-dir(icult, in policing? 


MH SPRY LORS? Not ta polleing.' itis pecause 


HH 
ot 
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of tne cumbersome metnod for policing it. 
Suggesting there is no fault with the law; I am 
Suggesting tne means of enforcing it are at fault. 
Therefore, we cannot vase any of our thinking on 
tne results that have been achieved in the States. 

Mn WLCKWERSs But in spite of the delays 
of law wnich you have just mentioned, I understand 
that the manufacture could and does get a temporary 
injunction. 

MR. TAYLOR: That-1s not my understanding. 

MR. WICKWIRE: How do you account for the 
great growth of discount houses in Falr Trade 
otates*in ‘the United States? 

MR. TAYLOR: Are we called to account for 
them? .“) dome know that. that is part of ‘our -prief 
Or part of Our-particular problem ate the moment. 

We are suggesting that the manufacturer. have 
the rignt to control his merchandise pattern anda 
we make no attempt te say -- 


MR. WICKWIRE: Pernaps, Mr. T 
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think my question was unfair, I will put it this 
way tv you. Do you «now tnere are a great number 


of discount houses in tne United States: 


MR. CHATER: Could L answer that? I think 
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it is very similar to the Euros: sooner or 
later tney will take care of tnemselves. There are 
Places I know in tne Island of New York, why, they 
were forvidden to sell to discount houses. A lot 
of manufacturers nave taken it up. 

we have them nere in Toronto, we have dis- 
count houses which we frown on. we nave tne Civil 
Service come out and think they shoulda have the re- 
duction, we have the Hydro Association. we won't 
tolerate tnem, and there is a lot of things organi- 
zed .in the States,at the present time that we 
would not think of. 

MR. wWICKWIRE;: but I understand, Mr. hater, 
in che Statesthat ws sjuist one: sof the tnings under 
fair Trade laws that is used to get around the 
prices. 

Mia CHATEN:« T.donts think so, no. TL) think 
iG WiwMieruneins course, DL. .think ac. the present 
time they are, out I think it will run its course 
just like the sparrows. 

Mi. CROWDER:  JWst on that point, may I 
Say tnat we deliverately avoided recommending the 
Fair Trade control. we thought that a preliminary 
Step, if we could get the law to recognize that 
a manufacturer nas a rignt to do this if he wants 
Go, 16% Himitndshis way of doing it. He does 
not, needsa Kalr Trade law to do tnat. He can 
do that on nis own goodwill and in co-operation 
with distrivutors. we don't need a Fair Trade 


law in Canada. That is our tninxing av tne present 
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time. \ 

THE CHAIRMAN: JI understand that. I think 
the difficulty Mr. wickwire had in mind that in 
nearly all of the United States, all out three and 
the: District of Columbia, there are fairly strict 


laws avout fair trade. In spite of tnose laws the 
growta of the discount nouses seems to have been 
very rapid and extensive if we can believe wnat we 
read in American periodical reports. 

ifstnat is so under Fair Trade law, what 
we want to find out is the explanation of it if 
you canvgive (it to us, ‘because if EKair Trade laws 
do not prevent tne growth of discount houses and 
the selling of goods at considerably cut prices, 
then it is doubtful if the partial remedy which you 
suggest would oe any more effective. 

Now, wnat we want to find out, wnat Mr. 
WicKwire would like to find out is, wnether you 
can help us to understand why the discount houses 
have been growing in tne past in tne United States 
in spite of the Fair Trade law, vecause you 
mignt draw the conclusion, without complete infor- 
mation at any rate, you might draw tne conclusion 
tnat Fair Trade laws did not prevent cut prices 
effectively. 

That is the sort of thing we want to get 
your assistance and understanding on. Mr. wick- 
wire is not asking questions from tne point of 
View of putting you on the spot. He is seeking to 


Bet information that you may have. If you haven't 
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you cannot answer the questions; if you have, it 
may assist us to understana wnat tnis all means. 
That is what we are trying to get at. 

MR. TAYLOR: I wonder now much of the discount 
house business, what percentage of tnis discount 
house ousiness is in lines that are price maintained , 
in the States or fair traded? 

MR. wlCKWIRE: well, I understand, Mr. 

Taylor, what.a good.deal of it is in. nationally 
advertised -- 

MR. TAYLOR: Tnat are fair traded? 

MR. WICKwWIRE: Yes. Turning to page 3, 

Mr. Crowder, and the scissors offered as a premiun, 
how far would your Association go in suggesting 
legislation to limit merchandising oy such methods? 
for instance, some stores will have an orchestra 
pernaps; ©F organ music, which must cost it something, 
because they think their patrons, or customers, 

WOULd like it. .is that sort of thing to be pro- 
nibited? 

MR. CROWDER: I tnink generally speaking we 
would frown on more regulations oy Governnent to 
Beilij8 person how to conduct their joe or store 
Srytactory., Hur disposition as far as I have been 
adle to vet from tne meetings, nas been that if 
we want free enterprise then we should as far 
aS possivole let the ousinessman run his own vousi- 
ness the way he feels like it. 

Our experience in tne past wnen the manu- 


facturer had tne rignt to conduct bis pusiness 
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in the way he wanted to, we do Know that companies 
like Kodak will choose certain distributors in 4 
town or city and only tney could sell Kodak films, 
and only they could sell Kodak films at a certain 
price and if they did not respect the Kodak film 
price they lost the agency. The same thing applied 
to waterman's fountain pens and Gillette razors 

and. a great number of things. 

MR. WICKWIRE: Cannot tnese manufacturers 
Still control their outlets by. Licensing? 

MR. CROWDER: They can sell or refuse to 
sell as they choose, put they cannot refuse to sell 
or continue to sell a customer who cuts the price. 
That used to be in the Waterman contract. You had 
tO agree to sell all their items at a certain 
price or you forfeited the contract. 

Li ONG wants to put an orchestra or serve 
sandwiches for nothing in a drug store, we consider 
it to be none of our business, but if the manufac- 
turer of Frosst's tablets -- they would want to go 
CIPNG In angesay {You sell them for,.45¢.. 1f.you 
don't you cannot have any more and no more of the 
rest of our goods eitner". That should oe his 
privilege and tnat is about as far as I think. we 
want them to go. Let tne manufacturer run his 
business to sult himself without nindrance from 
anyoody and ne will find a way, as he did before, 
to prevent price-cutting. 

MR. wilCKWIRE: Your orief suggests that 
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customer, tnat it must be on a cash oasis. 

MR. CROWDER: where do I say that? 

MR. WICKWIRE: "Why would it not be possible 
to expect a grocer to lower his price of his 
groceries by 10%?" rather than give a pair of 
scissors with the $5.00 purchase. 

MR. CROWDER: My point there is, why does 
ne have to demoralize anotner ousiness in whicn he 
is not interested? why does ne fly a kite of some 


one thing? why doesn't ne sell his groceries 


MR. WLICKWIRE;: To take your illustration, 
(I am trying to find out now serious it is} there 
must ve different types and sizes of scissors -- 

MR. CROwDER: oure. 

MR. wICKwIRE: And quality. 

MR. CROWDER: That is right. 


MR. wiCKwilRt; You say they were good 


on 


C.se0rs Of German make, @oo0d Guality, and the 
cost would o€ about 50¢ a pair laid down, and they 
would normally sell for $1.00. That would ve 
100%. 

MR. CROWDER; No, no. Lewis Brothers got 
one of these pairs of scissors and tneir ouyer 
estimated if they vought a hundred gross lot of 
Scissors they would buy them at tnis laid dowa, 
and then you have tne wholesale distriboution and 
retail distribution witn the mark-up for both 
wholesaler and retailer in there. 


MR. WICKWIRE: would tnis type of scissors 
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not oe sold in many types of outlets? 

MR. CROWDER: Yes. 

MR. WLiCKwIRE: In addition to hardware? 

MR. CROWDER: well, primarily you will go for 
scissors in a nardware. You may ~o to a department 
store or chain store, 

MR, WICKWIRE: Or drug store. 

MR. CROWDER: Not so much drug stores. 

These are kitcnen scissors. Manicure scissors in 
drug stores. 

MR. wiCKwiR#: In what way does your scissors 
illustration harm the retail dealer? 

MR. CROWDER: well, the retail dealer has 
either these scissors or duplicate scissors in his 
store. what would you do as a buyer if you wanted 
Lo Duy a paint Of selssors for your wife? would 
Vourprere: oO Uy, a Uair of scissors ror a penny 
Or spay iol. G07 

MR, wiICKwIRE: I may not have wanted a 
pair of SBeissors anyway, but if L could get a pair 
with the purchase of $5.00 wortn of groceries I 
think I mignt have two pairs in the kitchen in- 
stead of one. 

MR. CROWDER: That is rignt, that is what 
tney would do. Therefore the fellow who has 
got tne investment -- and in the Island of Mont- 
real there are -- 

MR. wiCKwike: My point is I would not 
Nave bought that pair of scissors if it had not 


oeen offered as a premium. 
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MR. CRuwDER: That could oe. 

MR. TAYLOR: A lot of other people would. 
A lot of otner people need scissors and if they 
are ,oing to vuy them somewnere they would cer- 
tainly buy them at one cent as against paying 
pl.od. 

MR. wlCKwIRE: The fact was that for the 
period that these scissors were peing given away, 
that Lt, had.a,bad effect on hardware stores in 
the locality. 

MR. CROWDER: Sure. 

MR, CHATSR: Alter all, ai you could have 
got them for a cent you would not pay $1.00, you 
would not nesitate. You would get along without 
these scissors, for a .long time; you would still 
gO without them, but pecause you could have bought 
them for a cent -- 

MR. CROWDER: I don't want to mention 
names, but tne company that had this merchandise 
carries: the biggest advertising space in the City 
of Montreal, so you can guess how large it is, 
and this one cent scissors deal was plastered 
all over the Island of Montreal in their adver- 
tising, and besides customers go there every day 
to ouy their merchandise, everybody would know. 

MR. WICKWIRH: Surely the puolic are not 

Lay 
deceived by tnat, that Ane scissors are only wortn 
one cent out they snould ve paying $1.00. 

MR. CROWDER: They Know tnat. They think 


it is wonderful: they get something for nothing. 
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MR. TAYLOR; it is not a question of deceit, 
it is a question of availability. Tne point is 
that anyone that did not get a pair of scissors 
for a cent wanting a pair of scissors is scarcely 
prepared to pay $1.00 for them at a later date. 

He prefers to withhold buying possibly waiting 
until they come up again for a cent at the grocery 
store. 

MR. SAVREAU: Unless he needs the scissors 
in the meantime. 

MR, ROSS: Yes, probaosly voorrows them. 

MR, wiCKwlRi: How does that differ from 
the Rexall i¢g sale? 

MR. CROWDER: That is their own product. 

MR. RICHARD: I think our main objection to 
it that the grocery store or drug store or whatever 
the outlet happens to be, always looks to some 
other class of mercnandise to use as a premium to 
help their sales. If they gave an extra third or 
33 1/3% larger box of corn flakes at the same 
price, I don't tnink any hardware dealer would ever 
complain, put they always have a galvanized pail 
to gO-with detergents or scruo orush to go with 
the soap flakes or some otner hardware item for 
some otner class of mercnandise. 

MR, wiCKWIRz: I tnink I have read of one 
instance in England where tney offered a yalvani- 
Zed pail noping that they would fill it up full 
with merchandise and cart iv away from the store. 


MR. RICHARD: There are premiums in every 
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industry. Some of cur manufacturers offer premiums. 
we are not too enthusiastic acout tnem. out a wax 
company will make a can of wax witn a third more 
CONTENU ‘than the pint or quart, @s the case may be, 
or a manufacturer will offer a premium deal where 
they will give tne dealer twelve oottles of so- 
and-so for the price of eleven. , But in that.case 
tney have stuck to the merchandise of the particu- 
lar Crade in which. it is being sold; they,.are nov 
giving away merchandise or anything that woula 
take customers from a competitive business. I 
think that 1s,,eur.oogeetion. 

MR. wiCKwIRE: Could any of you gentlemen 
give me any evidence of the effects on the sales 
of that.type of scissors as the result of this 
type Ol. practice? 

MR. CROWDER: You mean tne total effect? 

Mn. WLCKwLRE;: Yes. 

MR, CROWDER: ‘That woula ve a tremendous 
task. 

Mr. TAYLUR: Perhaps Lewis brotners could, 
Mr. Crowder. It was sound to nave affectea their 
immediate sales. They would be prepared prooaply 
bO Bive, you thet ar. your hearing in Montreal. 

MR. wiCKwitRe: Lewis Brothers, are they 
retail? 

MR, TAYLOR: No, tney are wnolesale nard- 
ware, 

MR, wilCkwiRe: In Montreal‘ 


Nits {LA YGORs. . Yes. 
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MR.-WLICKWIRE: You suggest at tne top of 
page 4: 

"To make this possiole under the present 

"anti-price maintenance legislation it 

"might ve necessary for tne manufacturer 

"in question wno nas decided to witn- 

"nold his supplies from one or more dis- 

"trioutors to file with the Restrictive 

"Trade Practices Commission a statement 

"of sucn intent on nis part and the rea- 

"son for sesaoing". 

I am sorry, that is the last line on page 4 and tne 
top of page 5. Are you in favour of Government 
regulation of ousiness or how far would you go? 

if necessary, how far would you go? 

MR. CnOwDaR: IL think generally speaking we 
are opposed vo Government regulation of business 
and that is pretty comprenensive, but we are raced 
witn the situation nere where we nave a new Act 
and cur experience is, wnat Little experience we 
have had in legislation, is once you get a new 
Act, the Department which administers the Act is 
not too Keen to reverse this. 

A short time ago we nad an anti-price mainten- 
ance legislation. Now we nave asked that the 
manufacturer pe given the rignt., tne legal rignt 
py legislation, and tuere is very considerable 
douot in our ininds wnhetner tnat will be done at 
Ther Mest session. Now; 1f. it. te, done, why,.then 
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done wnat do we do after that: We cannot flounder 
around as we are. 

if the Pressure Cooker, people, for example, 
were to say to some distrivutor: "we won't sell 
you any more vsecause you allowed the price to be 
cut", or if tne Sunveanm Mix-master people saia 
to that retailer: "We won't sell you any more 
oecause you cut tne price of your Mix-masters", 
they are breaking tne law. 

How do we make it possivle for a manufactur- 
er to provect himself from the loss—-leader? The 
C.G.E. is. in tne predicément now. -How do they 
protect themselves from the company on Bloor street 
that is: selling tneir floor polisners at less 
than cost? He. cannot do tnat pecause of the price. 

Well, is there any vasis here by wnich this 
manufacturer could go to tnis Commission and say: 
“Here is a loss-leader"? I tnink they will pring 
evidence to you here tnat those price-cutters 
pougnt goods from them in considerawle quantity 
and sold them at less than wnat you paid for 
then. You might have that evidence. Can he 
come to this Commission and say: Here is tne 
predicament [ am in. Here is a loss-leader. It 
is hurting my business and here is now. I want 
to cut off supplies from tnat retailer and the 
wholesaler tuat supplies nim. 

MR, PAVRAAU: Would you go so far as to 
state in your regulations tnat wnether the Board 


is concerned in determining tne situation or the 
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solution of tnis particular Board of another Board, 
could it ve said in case the Board would find that 
the practice hurts in fact the business of the 
manufacturers that tnat vody could fix a minimum 
price whicn would be or could oe lower tnan that 
originally set oy the manufacturers? 

MR. CROWDER: i don't think so. 

MR. #AVREAU: If tne Board felt this parti- 
Cular-pricée was being opserved? 

Mas CROWDER: I don't think so, because you 
would be telling him now to run nis bdusiness. 

MR. ©AVRAAU: Il am just asking, would you? 

MR. CROwD@R: No, LI taink he would come to 
you and say: “Here is the predicament I am in. 
We want to stop this fellow handling our goods 
pecause he is ruining our own ousiness", and you 


"We are not going to prevent you from stopping 


says 
ie. You go anead. we can see the predicament”. 

MR. FAVREAU: Could not the Board say you 
may supply Him on certain conditions? 

MR. CROWDER: That is a point worth consider- 
ing. 

THe CHALRMAN: wWhnen you say you want to let 
the manufacturer run his own business as he sees 
fit, at tne same time you want nim to de able to 
fix for the retailer or to refuse to sell to tne 
retailer unless he will resell at prices which 
tne manufacturer wants, aren't you permitting tne 
manufacturer to control retailen!s business to some 


extent? 
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MR. CROWDER: But just a minute. This re- 
tfailer is selling the G.&. floor polisner on which 
they Nave Spent, Df ithink it ts, $100,000.00. If 
tnis retailer wants to make his own and spend 
wLOoeIOO. OO* on, it “and seb] 1t mor a price $5.00 
less than the others; vetchim dovit; but he should 
not oe adle to demoralize tne G.E. investment and 
capitalize on tneir investment and their gocdwill 
to bring somebody in his store to buy an unknown 
refrigerator. 

THE CHAIRMAN: I understand tne argument, 
put I am suggesting that it is certainly givin, 2 certain 
amount of control.of the retailer .my,tne manufacturer. 

MR. CHATER: Of course he is not compelled 
to buy tnat product. 

THe CHALRMAN: ‘But it is a certain amount 
of control of the retailer's ousiness. 

MR. WICKWLRE: Just on that subject, you 
are suggesting that tne cnap wno was the outlet 
dealer who had cut prices on the G.E. product, nas 
for nis purpose only to lure the customer into 
the store for the purpose of buying some other 


article on which he nas a normal mark-up. 


bs 


MR, CROWDER: .That is the immediate use. 
don't Know wnat sculduggery they will use to- 
morrow out that is wnat they are doing today. 

MR. wiCKwIRE: Take G.#. rloor polishers 
and suppose a dealer has 1,500 or 2,000 of tnem 
and that he is willing to put them out at less 


tnan the usual mark-up and he does in fact put 
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them out. He is still maxing a profit on tnem and 
instead of selling 150 ne nas sold 1,500. Do you 
complain avout tnat too? 

MR. CROWDER: Yes, we would. In the first 
place ne would not nave antning like 1.500. He mignt 
have 100, out tnere nas oeen, certainly it has. been 
estavlished by practice over the years, he would 
inform the manufacturer: "I have an excessive 
quantity oi your particular --", whatever it is, 
whether T.V's, or wnat-nave-you, "and I am going 
to unload tnem". Tne manufacturer says: "well, 

I will take them off your nands", or if ne does 
not take them off his hands he can sell it any 


price ne wants to vecause that is distress merchan- 


Mr. wiCKwine: It seems to me there are two 
different things, that if a dealer advertises that 
Ne 2s Belisve an arvicis at a cut-price and you 
walk into the store and we will say ne has only one 
or two of them and immediately tries to sell you 
something else, tnat he has got you into the shop 
by false advertising. 

MR. CROWDER: we submit though that ne nas 
No right to sei) at cut-price. That is the basia 
of our tenet, that he has no rignt to cut the 
price if the manulacturer does not want nim to. 

MR. wiCKwIRe#:; Do you go this far, that you 
have suggested the average cost required in the 
nardware ousiness is 20%: 


MR. TAYLOR: No, the average cost of doing 
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ousiness is considerably higher in the average hard- 
ware ousiness than 20%. It is closer to 30%. 

MR. FAVREAU: Of tne average wholesale cost? 

MR. TAYLOR: -Selling price. 

fHs CHALAMAN: I wonder if we could get a 
fairly accurate estimate? 

MR. TAYLOR: Just in the recent volume 
of Hardware and Metal Magazine they are carried 

all’ in detail 

over a period, and the D.B.S. has them as well,/tnat 
the average is closer to 30% of the cost of doing 
business in retail nardware business than to 2O%. 

THE CHATRMAN: 30% of the selling price? 

MR. TAYLOR: Of the selling price. 

THE CHALRMAN: And wnat would you regard 
as a normal average margin of profit on top of 
that? 

Min VALOR S33) 1432. 

MR. FAVREAU: That is 331/3% profit? 

MES MEAY LOR GS MiOh Sellane price:. 

THE CHALRMAN: That is roughly 50% mark-up? 

Mie LALGORS POnimcesty yes. Lungocs -aigner 
than tnat. On some oranded lines it goes 35%. 

THe CHALRMAN: but that would ove your 
average approximately? 

Mi, TAYLORS. Yess. 

MR. WICKWLRH; I sappose that average 
must be arrived at by taking into consideration 
a great many items? 

MR. TAYLOR: That 18 Fiwent: 


MR. WICKWIRE: would you say that a dealer 
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whose cost is way velow the average must maintain 
that average? 

MR. TAYLOR: No, I would not say tnavt., I 
would say that if a dealer's costs are sunostantially 
below that, he must oe doing a terrific volume of 
business and I do not say that we should legislate 
for big pusiness 4s against small business. 

MR. wiCKwWike; well, nad you some suggestion 
that would oe nelpful as to now the two could oe 
enjoined or how you woult allow the fellow who is 
SO efficient, we will say, that his costs are below 
average, to charge less to the consumer? 

MR, TAYLOR: I would not suggest tnat we 
Suggest tnat average mark-up ve placed on every 
item tnat a retaill hardware sells. The average 
hardware store provaoly contains 6,000 to 10,000 
different items a year, and the mark-ups vary con- 
siderably on tnose items, depending on the invest- 
ment, rapidity of turnover and many other factors. 
I am suggesting only tnat the manufacturer have 
tne right to determine now he merchnandises his pro- 
ducts and that he nave the right tuo witnnold mer- 
chandise from any distributor or aealer wno fails 
to follow the mercnandising pattern. 

Now, tnat would still give free play to 
the forces of supply and demand and ordinary com- 
petitive practices. I am not suggesting, as to 
some extent was done during the war pericd, an 
estaulished mark-up basis for a retail nardware 


store at whicn everything snould ve sold and was 
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sold. That to my mind is.an artificial basis which 
is just as dangerous as the situation tnat exists 
today i838 or: would oe. rather. 

MR. wiCkwlRea: But you won't suggest, per- 
haps you don't care to suggest, how any large dealer 
whose costs are below average in the trade can 
pass on any venefits of those lowered costs to 
customers on a price maintained article? 

MR. TAYLOR: I would suggest that tne manu- 
facturer's idea of mark-up at the various levels 
in return for the services tnat the manufacturer 
receives inso far as the handling of nis products 
tenconcerned, is barely enough for any dealer, no 
matter wnat his operating costs may ve, to make 
an adequate profit; that 1 am suggesting that 
there. 18 no further margin for squeezing insofar 
as eitficiency, is concerned. 

MR. wWlCKwIlRi: That applies to all manu- 
factured articles tnat your Association deals 
wiltn? 

MR. TAYLOR: All articles which we generally 
have considered in the past as price maintained. 

bik, WICKWOIRE:: Well, did it: apply. for 
instance, to refrigerators? 

MR. TAYLOR: Yes, it applied to refrigera- 
tors, small appliances, large appliances. 

MR. wiCkKwilRe: what would the mark-up be 
on a refrigerator, price maintained? 

MR, TAYLOR: At what level? 


Mr. wiCkKwiRe: Dealer level]. 
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MR. TAYLOR: Anywhere from 35 to 40%, 30 
to #0, I should say. 

MR. CHATER: 25 and 10 is tne considered -- 

MR. CROWDER; I tnink you are maybe confused 
about tnat. 

MR, TAYLOR: No, I would say 30 to 40%. 
You get some refrigerators that may be mark-up at 
30% and you get some buying levels of dealers who 
could mark it up at 40%. 

MR. WICKWIRE: And you say that tnat is 
a realistic range? 

win, TAYLOR? That is a realPstic range 
commensurate witn tne work and tne cost of doing 
that work, inscfar as tne dealer is concerned. 

MR. wiICKwIRE: what work does ne do for 
tnat mark-up? 

MR. TAYLOR: well, tne first thing ne does 
is invest 300.00 or $400.00 in refrigerators. 
He does considerable manual labour in getting the 
refrigerator in his store. He probably talks to 
50 or 100 people vefore he sells one of those re- 


frigerators. He spends consideraole sales talk 


and effort on that refrigerator. He then delivers 
the refrigerator to that one customer out of 

POO nay attually puys it. Yes, he ¢arries it 

up the stairs and he carries a supstantial por- 
tion ot the investment over a period ol anywhere 
Yarvyine irom ' 30 days to le months or more. He 
takes all tne credit responsivility insofar as 


loss is concerned. He guarantees service on tnat 
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refrigerator for a year. . No matter how techhical 
this age may be, there are very few electrical 
appliances tnat during the course of a year do 

not have some reason insofar as service is concerned. 

I would say that a return of 30 to 40% of 
selling price is. very realistic and commensurate 
with the work to be done. 

MR. wiCkKwIRe: tT accept tne toseNowe it 
next door instead of investing $300.00 in refrigera- 
tors as you have mentioned, they invest $5,000.00 
or $6,000.00 and they give all tne service. except 
perhaps the sales talk which may nave been 
given for them by the manufacturer, and can 
still sell to tne customer at a less price, is 
there anything wrong there? 

MR. TAYLOR: Yes, insofar as the manufacturer 
is concerned, because who is going to buy that 
product from the dealer that we were speaking of 
earlier, when it can be bought from 10 to 20% 
lower at the secondary dealer's place? The re- 
sult is that that first dealer eventually gets 
Out of tihe wefragerator business. “That means 
that the manufacturer has. one less outlet, in 
that particular case which, multiplied by the 
many cases of tne many dealers, means considerably 
less people in Canada selling his merchandise 
for him and drives the refrigerator business 
into the nands of the few who are concerned pri- 
marily witn turnover rather tnan goodwill, long- 


term goodwill, long-term gvod service insofar as 
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the consumer is concerned. I would say tnat that is 
detrimental to us and to the consumer in tne long 
run. 

MR. WICKWIRE: Then you must, I take it, 
suggest that. a dealer with @ low average cost of 
Going business, cannot pass any of that aavantage 
on to a customer? 

MR. TAYLOR: I made tne statement earlier 
that there is not sufficient margin on a nationally 
advertised line for an excess profit to be obtained 
through efficiency in operation and still perform 
the services that are expected by the manufacturer 
of that particular product. I still maintain 
that. 

MR. WICKWIRE: It has been suggested that 
in some instances the suggested price of an 
article is unrealistic. You disagree with that 
as far as nardware items are concerned, I take 
it? 

MR. TAYLOR: On the basis of being too 
nign? 

Mr. wWICKWIRE: Yes. 

Mi. TAYLOR: “who said’ that? IT didnot 
make that statement. 

MR. WICKWIRE: I say you disagree with that? 

MR. TAYLOR: No, I wouldn't say that. I 
would say there are prices provavly that are too 
high but I certainly would not refer that to be 
the case of the products to whicn we have particu- 


ler reference, wnat we have considered in the 
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past as price maintained lines. If the price is 
too nign I would say it nas not veen the case at 
either the distributor's level or the retailer's 
level. 

MR. wilCKwiRBE: I am suggesting to you it nas 
peen so high tnat it has enadlea people to come 
in and sell quantities at a discount. 

MR. TAYLOR: No, anybody is going to sell 
a quantity who is prepared to give a discount on 
the same product. «<L don't,think that. is a’ Litigi- 
mate argument that the price was too nign originally. 

I think the case is, if anybody is pre- 
pared to sell .st.a-lower price the same article, 
they are bound to sell more than they would at tne 
higher price, sut that does not necessarily prove 
the original price was too high. 

MR. WICKWIRE: I Suppose they can purcnase 
them also at the lower price because of tne quan- 
tity to purchase? 

MR. TAVLORes (Thatswould be possible, -1 
imagine. 

MR. wiICKwIRE; One of you gentleman stated 
that a lot of appliance dealers had gone out of 
ousiness, 

MAG TAYLORS L¥YesaiMr: Chater, 

MR. wiCKWIRE: Do you know, Mr. Chater, can 
you tell us anything avout tne increase in 
appliance dealers in tne Toronto ar@in the past 
few years? 


MR. CHATER: well, they are less, tnere is 
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not an increase. As I say, originally we had 5 
travellers, now we have 3. If there were more of 
them we would not be taking travellers off tne 
road. 

MR. wLCKwWIR#: Originally you had 5? 

MR. CHATER: Originally we had 5 calling on 
appliance stores; now we have 3. If we could find 
work for tnose 5 today we would not have taxen 
two men off the road. 


MR. wWiCKwiRa: when dia you have the 5? 


MR. CHATER: Maybe a year ago, two years ago. 


we nave 3 now. 

MR. WIiCKwikEB: How many would you have had, 
say, in 1946 and 1947? 

MR. ChHATER: we did not have an appliance 
business in 1940 and 1947. 

MR. wiCkwiRt: when did you go into the 
appliance business? 

MR. CHATER: I would say we have veen in 
it about eignt years, seven years probably. We 
have broken down our sales organization into three 
distinctive departments. we have wholesale hard- 
ware. Now, at one time our hardware travellers 
called on appliance and nardware stores, and some 
of them called on industrial. Av tne present 
time we have an industrial division, an appli- 
ance division and wholesale nardware division. 

We started out vy having 5 travellers 
calling on the appliance stores and sometimes they 


Worked pretty nard. we can cover all who we want 
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to sell now with tnree salesmen. 

MRA wWLICKwIRE: That is just tne point. Is 
your statement based on tne fact that your salesmen 
are calling on the ones you want to sell or that 
there are in fact fewer appliance stores? 

Mn. CHATER: There are fewer appliance 
stores and some of them, their credit is question- 
able. This idst.i. happen to have nere, half of 
them are marked there questioning pneie Creat. 
principally because they have not peen making a 
profit. 

MR. wiCKwirke: were there too many of tnem? 

MR. CHATER: well, LI am not prepared to say. 
There 2S. nO ericverionyto say that you; cannot go 
ino any. Kind of business if you want to. 

MR. wiCKWIRE: was there not a tremendous 
growth in the numver of appliance outlets from 
1946? 

MR. CHATER: well. when things cleared up 
off rationing tnere was a certain amount. Previous 
to that it was hard to get appliances. There was 


consideravle growth because things were more 


MR. wiCKwIlR#: At a time when it was 
difficult to wet appliances and everybody was want- 
ing appliances, didn't you get a tremendous 
Browtn? 


MR. CHATER: No, you couldn't get much 


Browth because you couldn't get vne products. One 
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man tnat we sold six irons to, we go over and 
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he is unhappy. we tried to give him more. wnat he 
wanted to do I don't know. Going into the appliance 
ovusiness he would have been out of luck getting 
material. to sell. 

MR. WICKWIRE: I suppose there was no diffi- 
culty for that man to sell those irons because he 
propably had a waiting list for them? 

MA CHATTER: That 26 fight. 

MR. wiCKwiRa; As goods became more plenti- 
ful ten't it the fact that some of the appliance 
dealers started to drop out of business? 

MR. TAYLOR: No, they started to increase. 

MR. WICKWLRE: Started to increase? 

MR. TAYLOR: That is right, because they 
eould get goods then. 

MR, wICKwWIRE: Now. when did they start to 
decrease? 

MR, CHATTER: When price maintenance was 
abolished, definitely, no question avout that, and 
they started to cut prices so there was no profit 
in appliance business, and they started to get 
hard up and they didn't have any money and got 
out of the business. 

MR. WICKWIRE:; Do you know a journal 
called Hardware and Metal? 

MR. CHATER: Oh yes. We give them most of 
their information if that is any interest to you. 

MR. wICKwIRE: You give tnem most of their 
information? 


MR. CHATER: Along tnat line, yes, prices 
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MR. wiICKWIRE: Here is a page of Hardware and 
Metal dated July 138tn, 1953: 

"Every appliance dealer or hardware 

"retailer selling appliances who res- 

"ynonded to the request for opinion 

"stated emphatically that there are too 

"many dealers. Said one: ‘where we 

"now have 15 appliance dealers in our 

"town of 8,500, we nad approximately 

"h or 5 prior to the war', 

4 It must ve admitted that since 
"Che war the population of that town 
"had provably increased, out nas it in- 
"ereased three-fold? This would nave 
"made the pre-war population less 
Y than 35, 000. 
y The representative of a large 
"~nolesale house in western C nada made 


Wa 


this remark on the suoject of fran- 
: ‘Definitely there are too many 
"appliance dealers in the larger cities 
"and towns and it will be a case of the 
"NSUrvival Of the’ fittest” . 

. Anotner dealer had this to 

"One of tne proolems facing re- 
"tailers today is that when electrical 
"appliances were in short supply every- 


"body who was able to gravved them and 
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"out them on tneir floor. Today in 
"Saskatchewan you can drive into any 
"little villege where there is an im- 
"plement business or a garage, anda you 
"will find sitting on their floor wasning 
"machines, refrigerators, electric ranges; 
"and also a numvoer of tnem carry the 
"smaller appliances, that is toasters, 
"irons, etc. These people consider these 
"as not really a part of their business 
"and will dispose of tnem at any price, 
"or if they sell an implement will throw 
"in a refrigerator or a washing machine 
"at cost as a premium’. 
i Does this indicate that the manufac- 
"turers are to olame for the situation? 
"One dealer put it this way: 
" 'Greedy merchandising policies plus 
"inexperience (on the part of many dealers) 
"plus poor control over sales representa- 
"tives in the fields, nas enabled anyone 
"with a few hundred dollars to get a fran- 
"enise. The results are as expected.'" 
MR. CHATER: I would not go along with that al- 
together. There is a certain amount of truth in it. 
MR. TAYLOR: what is the point established 
by all. that? 
MR. wilCKwlkeE: I am suggesting that there 
nas been a great increase in dealerships in appliances 


in nationally known articles and nationally advertised 
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articles vecause of tne spread, pecause of the margin. 
MR. TAYLOR: Are you suggesting that there 
has veen a greater increase of dealersnips tian the 
increase in population and the increased consumption 
of electrical appliances? You must remember that 
the consumption of electrical appliances nas in- 
creased terrifically since the war period. 
MR. wICKwIRE: Because of the availaoility? 
MR. TAYLOR: No, because of the advertising, 
promotional work of thé manufacturers in proving 
to the consumer tnat some of these electrical ap- 
pliances are a need rather than a luxury. 
Iwas just referring quickly back to pres- 
Sure cookers again. I think during the war period 
I nad occasion to have access to the importation 
Of pressure cookers prior to the war. In 1939 I 
believe there were no pressure cookers manufactured 
in Canada and something like 2,400 were imported, 
Now, if you will look at the pressure 
cooker production figures for, say, 1953,. you will 
rind tnat they have created a terrific demand for 
pressure cookers since tnat time, and the consump- 
tion figures of pressure cookers, I would say, 
would ve greater tnan tne proportionate increase 
in electrical appliance dealers in those two 
periods. 
tL make tne point that the consumption of 
electrical appliances must oe taken into considera- 
tion aS @ cause of the growth of the number of 


electrical appliance dealers. 
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MR. wiCKwIRs: Well, I am trying to find 
out, Mr. Taylor --~ you have suggested, and otner of 
your representatives have suggested. that the cure, 
or that the trouble has veen that resale price 
maintenance has veen made illegal, and I am trying 
to find out if tnere is anything in the suggestion 
that there have veen too many dealers that has 
caused some of tne -- 

MR, CHATER: That particular case you have 
there, tne agricultural man, we would not have 
considered him an appliance dealer. He has got two 
Or tnree items in there, -we don't consider a 
fellow an electrical dealer that will ouy $300.00 
or $400.00 wortn of mercnandise. If he has got 
a washer and a couple of toasters in there that is 
not. a dealer, That is a fellow playing around the 
edzés just to disturb it. 

Y u might consider the jeweller a dealer, 
but you get a jeweller who will have a toaster 
and an iron; we would not consider nim a dealer 
either. In fact I doubt whether we would want to 
sell him-even if his credit-was good. Those are 
not dealers. 

MR. TAYLOR: Sir, I would go along with 
you that probanly there have beén too many appliance 
dealers in business insofar as demand for appli- 
ances is concerned. 

Immediately ater the war everyoody and 
nis orother wanted to get either into the sporting 


~oods pusiness or the appliance ousiness of some 
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kind, Dut Lam Susesesting .that.the very serious 
increasein casualties insofar as appliance gealers 
are concerned, is not commensurate -- is more taan 
GOmmMeNnsuUrate with the number of appliance dealers 
who could cuncelvaoly operate profitaoly in the 
field. 

MR. WiCKwike: | refer again to your. Hard- 
Ware ana Metal Journal of July lotn, 1953, that at 
LE@Bt one of the hardware people saia that: 

"The answer to this major question lies 

"entirely in the hands of tne manufac- 

Furer, Leet 2LPaid wnat taey are only 
"now véginning to wake up to tne fact 
! 


Goae cher lace oF forest shi, prowasly 
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Ls responsiole [Or presen, condi tlone ; 
From another merchant came tnois overall comment: 

mae really think toe manufacturers are 
"producing more applianees than toe market 
Com take care of, Most dealers are 
"over-stoeked, wiholesalers are over- 
“stocked, and we delieve tnat some of the 
"manufacturers are getting over-stocked. 
"This, naturally will leaa to. cnaos.”" 

MAR. SRSKENE: 2 don't agree with that. 

MR. CHATER: Who wrote that article? who is 
the editor? 

MR. wiLCKwIRB: One of your hardware people. 


MAR, .TAYLOR: .§ That was merely the idea of an 


individqual, wasn't it? Did ne represent anyvoay? 
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MR. wLlCKwIRE: I suppose it is as a result 
of a@ survey made for the Hardware and Metal Journal. 
MR, CROWDER: Didn't that come out of the 


t 4, 


meeting? wasn't tnere a meeting and you quote 
Somevody who was present at the meeting? 

Mr. TAYLOR: Do you not thinx that you are 
likely to get a great many different opinions on this 
suoject? 

Mn. wiCKwikRa: This was at tne 10th Annual 
Convention of the Ontario Association of Radio, 
Television and Appliance Dealers held in Toronto 
on April Leth to 15th, in reply to a Hardware and 
Metal Questionnaire. Little or no reference is 
made TO resale prace maintenance. The contention 
has peen, if anything, that manufacturers for one 
or another reason must accept the main responsibility 
form the: retail trade's plight. 

MR. TAYLOR: Everybody is inclined to blame 
everybody elise for their troubles. 

MR. wiCKwWIRE: I suppose tnat is numan 
nature. 

MR. CROWDER: Mr. wickwire, isn't there 4 
point in this that pernaps we might be losing signt 
of? (There is) not only just one toaster or, one 
iron or one refrigerator; there are Lots of them 
and more going out. If these people want to 
Show their skill as distrioutors and as merchants, 
if they cannot cut a price on a General #lectric 
toaster or a Mix-naster, why don't they get 


something else? The world is full of things. 
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why don't they use tneir own skill and acumen and 
researcn rather tnan demoralize some other's sxill 
and researcn? why don't they open their door and 
run tneir own show? 

Ma. wlChu Lae: fT dgu't supposs anyoody is ques- 
tioning that these nationally advertised articles are good 
articles and that there are probably second-best 
articles. I don't suppose anybody will question 
that, out the suggestion has oveen -- and I am trying 
to fing cup if there is anything in ge tnat be- 
CAUSCOLHNSy are £ood Arbicics And pecause they are 
nationally advertised, probably because a price 
has been set on them or even a suggested price, that 
that is the thing that has caused part of the 
Cropple. 

Now, that is only a theoretical statement of 
my particular -- 1 would like to know if I am wrong 
in making that suggestion? 

MR, CROWDER: well, if there were a monopoly, 
if Frigidaire made the only refrigerator that was 
Sold in Canada, they might be able to put on a 
price of $500.00 on a $300.00 refrigerator and 
people might buy some of them; out having no monopoly 
there are all kinds of refrigerators. 

MR. TAYLOR? Lt is the manufacturer's desire 
to keep the resale price at the retail level as low 
as he possibly can to enlarge the market in whicn 
he has to sell, so that there is pressure from 
that point towards controlling; tne lowness or high- 


Bebe os. Tae price. 
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MR, WLCKWIRE: One cof you gentlemen suggested 
that it was possible to maintain a resale price 
malntenance wnen the spread on price maintainea 
2000s was less than on other goods. 

Mi, TAYLOR: dia. 

MR. WiCKwlRet: I have a report of tne Committee 
on Resale Price Maintenance, June, 1944, of ureat 
Brivaiun. 

MR...'TAYLOR: IL am speaxing of the lines which 
we handle. I am not speaking about the grocery 
lines or dry goods or Britisn lines; I am speaking 
of the experience that we have run into insofar 
as Canada is concerned. 

Ma. WLICKwIRE: Well, in Great Britain, as you 
prooably know, tney nave had a system of resale 
price maintenance for many years: 

"On the whole the margins allowed on 

"price maintained goods appears to ve 

"lower than those taken on free goods. 

"The instances vary, however, from product 

"to product and from trade to trade. we 

"do not attach any great significance to 

"tne fact that margins on Panans and 

"price maintained goods depending on well 

"known lines are generally lower. 

"Indeed we should have been disturbed had 

"this not been the case, for sucn goods 

"do not ordinarily require, among ctner 

"things, the same sales effort as un- 


"branded goods. There is therefore no 
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"comparison vetween tne two classes of 

"trade." 

I suppose there are 50 many variants that you nave t 
take into account. 

MR. TAYLOR: Yes, I woulda agree witn that 
statement except insofar as it fails to take into 
consideration that as far as pranded lines are con- 
cerned there is very often consideravly nore work 
involved at the dealer and wholesaler level because 
of tne fact tnat tne dealer or distriputor has a 
definite service to function insofar as those 
lines are concerned, generally speaking; wnereas on 
an unoranded line he nas not a great deal of res- 
PouslOllivy or service, if a fteilow buys an iron 
that has no name, ne is inclined to accept the fact 
Creat we Has provaply goy to ouy an dron if it did 


not work and not expect the dealer to do very much 


MR. WICKWIRE: One of you gentlemen used the 
expression (I think it was Mr. Richard) that he 
felt sorry for the manufacturers of these particu- 
lar items. If a particular manufacturer's volume 
has been increased, if his distribution has been 
enlargea and he 1s making more money than he did 
DETOre, are yousstill sorry for him? 

MR. RICHARD: I have oeen led to believe 
that such is not the case, of course. 

THs CHAIRMAN: You would not be so sorry 
tnen? 


MR. RICHARD: Not having access to their 
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books I wouldn't know, 

THE CHALRMAN: You wouldn't oe half as sorry 
if he was making more money’ 

Mit RECHARD? UNG chat. Ge rhent. 

THE CHALRMAN: There is one question that has 
always puzzled me from tne economic point of view. 
The presentation you nave made this morning has 
presented the argument tnat when prices are cut 
substantially oy some dealers,: that that leads to 
Stwioreie Toss ior loss asi Dotalveadiles: of that: pro- 
duct to the manufacturer. 

MR. BRSKINE: That is right. 

THE CHAIRMAN: I have already peen led to 
velieve that economic experience is that wnen you 
lower prices you extend the market. That is usually 
looked upon as a fairly sound principle of economics, 
that you extend tne market vecause prices being 
lower there are more people who think they can 
ariord voUpuy) orgenink this i608 good time to buy. 

If that is the case and a great number of people 
purchase the article who would not se interested 
if the price had oeen held at the former level, 
isn't there some contention that the total. sales 
might ve increased rather than decreased as the 
result of cutting of prices? we have heard some 
evidence supmitted to us of that kind. 

MRe TAYLOR: That 1s a very good point ex- 
cept insofar as tne fact tnat merchandise is still 
SOOM wvaliaoility, and if there are LTewer outiets, 


which there would be carrying your theory to its 
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Logical conélusion, then there are less places 
with that particular merchandise available. 

L think experience has shown that the more 
places that have a4 product displayed and promote 
the sale of a proaguct, the more likely it would 
be that there: would. be: greater sales under tiiose 
circumstances than where a product is sold by 
relatively few. 

In other words, your argument mignt be 100% 
Lnscorarves taeuciry of forontands concerned . 

iI represent an area, a very sparcely popu- 
lated area, Northern Ontario, to whom the merchan- 
dissing: of an electric iron by) ‘one or two people 
in Toronto does nothing to promote the sale or 
PHuCRDUrchase ko, am iron insolar as they are .con- 
esrned: 

THE CHAIRMAN: Would the sales in those 
aistant piaces oer atrected oy the fact that :in 
Torento the-price has been cut? 

MR. TAYLOR: Yes, our experience has been 
that that is the case because of the fact that 
our medium of information is basically a Toronto 
newspaper, and the Toronto newspapers advertising 
BEECePrIcOkKetcles, at ey .g5, thabrinformation is 
available te the consumer in the small town, and, 
as some one pointed out earlier tney therefore 
Linley thetethe Lotaly retail hardware. store) is 
What you mignt call "norsing" tnem when they cnarge 
them $12.95. 


THE CHAIRMAN: They won't write to Toronto 
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and buylit for 67.95? 

MR. TAYLOR: No, they won't. They will re- 
sist buying that iron atv $12.95 that they Know 
other people can get for $7.95. Yet they still 
won't write in to collect it. 

THE CHAIRMAN: It is a psychological rather 
than an economic reaction? 

MR. LAYLOR: well, psychological to the ex- 
tent that it affects the economics of the case. 
MR eRLCHSRDsegbestroys teonridence inthe 
fac teceet (iis ta.Tairwrice: 

MR. CROWDER: ‘There was a test made in 
Winnipeg, Mr. Chairman, tnat might answer the point 
you have. You all remempver the famous Eno's Fruit 


aabte? That was sold by a large department 
J 6 £ 


q 
(Qs 
Fe 
et 


Store in Winnipeg at sales occasionally in the 
drug department, and this was repeated again and 
again, and the other retailers in the community 
could not buy from the wholesaler at the price at 
which this large department store sold it at cer- 
tain sales to bring tne people into the store. 
EVentually the retailers in the City of 
Winnipeg refused to display tnat commodity and 
they would not buy it rrom tne wholesaler, because 
they could buy it cheaper from the department 
store. They would do that. If the sale was 
offered, they would go over to tne store and get 
a half-dozen and put them under the counter and 
you had to beg it across tne counter in order to 


make a purcnase in any oi tne individual stores. 


~ ¢ re . - 
~~ iy i‘. 
- 4 
: a 


ad aie: 4, 
ee Killa an! bo cals 
1 mt "4 7 \ . - ; od Dal 

ee: par eal eatin a a elas 


le tae hon ele et ali 













he 
a. 
> 
n 









Ve < ‘aly 











ci Hp Pan, wae wks ig Ot ui 
| “- 














’ A 
afid OL, 


~ 
- 
bs » fun wise 
: bas SF) ce tikw 
# ‘ ; 
- a ‘= ‘ > o k <7 q 
i 
. 
i vo 
: a F 2 ad 7 & - de ub en 
, - 
nf 


a : ‘tr t dha ve thee Ake! of ‘ a 1 4. we vt Wy -* . as 13h, ae tit men vi 


-_ a 


, ai) Rateeetedk ott Goa: 7L cel, 470 Rie gees 


ee le! a at. éqrsue ei pud pigoe geayv 
é ai wipe tet WD. tent ob cttée qath .esore x 
a ;oere > pl om > e > >: : 
ia 286 Stale ent vd i GO MeeUW Ve rw warts 


t 
* 


Sole bad Wo gagcb aay ste Mey 26y aie soneb-bith 


=) Ga 16p ei Seaainto wad 2uersa jf get 07.068 
; 7 7, . aa _ 


: a 


: yy ‘enw ode ee wid te Vas eS wacnowg 
ul wat* aren ares 
ee . a wh La io 

i. : . Se» 7 7 | 


pl 
_ 







Now, Eno's is a good product as far as that 
is concerned and savertising did most of the selling, 
but the manufacturer eventually found that the re- 
sults from advertising in Manitocoa and winnipeg 
were less than any other part of Canada. Their 
Sale was Killed there by the apathy of the retailers 
for their product. They liked the company and they 
liked the product put they would not sell it and 
they eventually had to make tne necessary, arrange- 
ments to prevent them from oeing slaughtered on 
the market and the’ sales went back up again. That 
went over a period of years. I think I could get 
the information for you. 

MR. WICKwIRE: The converse of that story 
that you nave just told us -- 

MA. UROWDER: Tnat Is mot a story, that is 
a eo bs 

THE CHATRMAN;: Cannot a story ve true? 

MR. WiCKWIRG: The converse of the Winnipeg 
occasion, the same episode took place in one of the 
American States where Pepsodent -- as a matter or 
fact it took place pretty well all over the United 
otates -- Pepsodent aid not wish to maintain, put 
a price on thelr tooth paste, The druggists 
said: "We will just not stock your tooth paste", 
ang Oney did not, so they more or iess forced 
them to say: "You set a price for your tootn 
paste", and in addition to tnat I think they kicked 
in a sum of money to the war Chest for resale 


price maintenance. I velieve tne same thing 
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happened/sarvasol which is anotner well known pro- 


CHeiGs 
MR, LAYLOR: what was tne effect on the 
sales? 


MR. WIiCKwiRE; Of Pepsodent? 

MR. TAYLOR: Yes. 

MR. WICKWIRE; It was very deleterious. They 
were forced oy tne retail druggists to tow the mark. 

MR, CROWDER: Well, IL rememper R.E. Spline 
was the sales manager of the Pepsodent Company in 
Chicago and L was in the retail drug business dn 


Vancouver, we.agreed to. distribute their little 


Loe coupons effective. on Looth paste, oume of 
you gentlemen will remember it. The day we were 


to distripute all these in Vancouver, the company 
rignt across the street sold Pepsodent below our 
cost. SO we Kept all the samples in the pasement 
and wired ‘Mr. Spline. to.come and get them... He 
came to Vancouver and established a minimum resale 
price on Pepsodent. So far as LI know at that 
time it was the only place on the Nurth American 
Continent where Pepsodent nada a minimum retail 
price. 

He came to 4 convention here. in Toronto 
some time after and told tne convention of 
aoout 500 businessmen that his company sold more 
tooth paste in Vancouver on a g1.00 of advertis- 
ing oy maintained prices than they had in any 
place else in tne United States or Canada, even 


Chicago included. So when they place the retail 
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price on 4 reasonable vasis, tne manufacturer did 
get more business cut of it than if he had not. 

MR. TAYLO.: To get back to your question, 
the very fact that so many manufacturers feel that 
the revocation of the resale price maintenance 
would be to tneir advantage disproves your point 
insofar as wideness ol tne market at a lower price. 

In other words, if the manufacturer were 
satisfied that this cut-price business would in- 
crease their market, tnat is after all what they 
are in business to do is to sell as many goods for 
ao muCi as Uiey Con, Zev, Ghia ticle Experience 
proved that that increases the market for tneir 
products, then 1 would imagine that tney would be 
very much im Tavour of it Pathner than opposing it. 

THE CHAIRMAN: what I was getting at, it 
seemed to me tnat in some instances tnere would 
be people wno would ouy at the cut price who would 
not have pought if the price had been maintained, 
and you Nave to set that off against the results 
tnat you nave been speaking about. 

MR. TAYLOR: Yes. 

THE CHALRMAN: Largely due to dealers losing 
confidence because they cannot make any money on 
the article. You have’ to set one thing off against 
the other. In some cases the total result may be 
g,00d and in some instances dad. 

MR. TAYLOR: Yes, and there may be a 
difference vetween the short term and long term, 


and insofar as tne manufacturer is concerned he is 
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more concerned with the long term problem than the 
snort Term. 

THE CHAIRMAN; Yes, ne is concerned with 
constantly widening tne market if he can get it 
in some fashion. Have you any more questions? 

MR. WLICKWIRE: - No, Me. Chairman. 

MR. WHITELBY: Mr. Chater, LI think you 
used the illustration on the sale of a wasning 
machine. Have I gov down your figures correctly? 
I think you said that the price from tne wholesale 
to the retailer was $99.00? 

MR. CHATHER; No, the price from the manu- 
facturer to the wholesaler was $99.00 and the 
retailer was selling it at $99.00. He was suppose 
LO sell at sil9.00. He was selling at what the 
wholesaler paid for it. 

MR. wHITELGY: “You say the overall spread 
from tne manufacturer to the consumer was 20.00? 

MR. CHATER: No; 20. is more than. that. 

MR. HAVREAU; From tne wnolesaler to the 
retailer? 

MR. CHATER: Wholesale price was $99.00 
and consumer price, 9119.00. 

MR. WHITELEY: That is what I thought IL 
had taken down. I wanted to check that those 


4 


figures are the right-ones. The margin then 
would be 20%? 


MR. CHATER: That is it. 


MR, #AVRBEAU: Log. 


MR. CHATER: well, it is close to 20%. Thai 
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is a good profit on a washing machine. 
Max. WHITELEY: Less than 20%? 
MR. CHATER: About 20%. 
MR. WHITELEY: wnat would have voeen the 


normal 


MR, CHATER: That was the set-up, as far as 
I remember, $119.00 and 599.00. 

MR. WHITELEY: wnat would nave been tne nor- 
mal margin on washing macnines prior to the new 


legislation? 


ME. CHATER: Well, I think 2t would be @ Little 


higher than that. 

MR. WHITELEY: It would have oeen nigher? 

Mi. CHA ons. Yes, 

MR, TAYLOR: That point does not necessarily 
LOLloOw., Frior to°the Llegistation a lot of manurac- 
turers distributed washing machines directly to 
tne dealer. in ectual practice even today most 
of the washing machine manufacturers in Canada do 
that. With the result that tnere is a very small 
margin insofar ae a distrioutor de concerned if he 
25 -2O be titted Into the picture. 

MR. WHITELEY: This is the dealer? 

Mk. PAYLOR: Yes, that is right. Possibly 
in the case of White's wasning, macnine both tne 
distributor and dealer's profit margin had to be 
fitted into a price that would be competitive to 
tne direct distribution from manufacturer to re- 
tailer, and possibly that accounts for tie lower 


margin. is that right? 
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MK. CHATER: .Tnet 16. right, .in. fact, 1 
objected to tne small margin we as jodbers were 
making. As a rule we had to send two people on a 
truck, we had to put a blanket over it and vaKke 
it up some stairs probably. A lot of these, re- 
tellers expect. a lot. from the. jobbers... we made 
Lesa..than 102 on it as. Jooper. 

MR. WHITELEY: You have other lines of 
washing, machines on which you make a larger percen- 
tage? 

Mn. CHATTER: No, we have peen out of the 
wasning machine business for some time. We are 
bPyINe oO: Pet pack Lnto Lt. 

MR. WHITELEY: why do you want to get vack 
INUCLES 

MR. CHATER: Well,.it helps te round out our 
lines. We nave Stoves, we have refrigerators, and 
if we are going to take a dealer set-up you nave 
got to go across the board. You pretty well have 
to have washing machines. I understand the next 
thing they wilj-ask us.to putin is radios, at 
least television, which I do not want. 

MR. TAYLOR: Mignt IL suggest that that 
particular case. peare, no relationship to tne, Re- 
sale Price Maintenance Act whatssever. That 
condition might. just, as easily have existed prior 
to price maintenance or the banning of it. 

My, point 23 that. think Mr, Chater 2s. not 
buying his washing machines rignt in order to sell 


at a profit. My company buy a wasning macnine 
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on which we make 15% on selling, and we are able 
to give the retail dealer 30% on selling. 

Mee WICKWIRE: “That ns more*in line with 
what “Ls Suggested oefore the Joint Committee in 
1951 as"submitted oy the Canadian Hlectrica) :Manufac- 
eurers “ASsociation, ‘chat cn an appliance, washer, 
the percentage mark-up from dealer to consumer was 
54.1 prior to tne tax increase and 53.7 after the 
tax “Lnerees>. 

MR. TAYLOR: That is mark-up from manufac- 
turer to consumer? 

MR. WLCKWIRE: From dealer to consumer. 

Mae int uun’ inay Must Deer cost, not’ on 
selling? 

MR. WICKwIR#: well, the suggested price ofr 
tnis same machine, sugested Coneumer List, price, 
Was plo. SU; dealer cost, b103.50. 

Mi er Lone “That WwouLrt? De SUG ‘or-eost - 

MR. WLCKWIRE: Distrioutor's cost, $89.75, 
manufacturer's cost, $97.41. 

MR. ERSKINE: Pardon me, what year does that 
say? 

MR. WICKWIRE: 1951, November 13th, T9517, 

Mive Monn an Dial rariswer your question? «21 
don't know whether I got away from. it or not. we 
took these wasning machines so as to round off 
the picture so tnat we nad a dealer set-up. we 
noped to make a profit on some of tne other lines. 

THE CHAIRMAN: Your actual margin there 


would be avout 16.8% of tne selling? 





os 
ik? math ia 









» 7 ’ 


fbr: eee emiinele cine au 4 ase 
a Pa 7 » 
ete iW sinus rove ce m0 Pas: Hotes lee Cem a” 















= 
@ 












LEW wemetion os ote tT eared SysTyoses ‘an 


we ek ye a 2 a 
St. TOLL NAVLE Avi 











i : A 
. i Toe et be Ca ‘s 
; a s7 Set rei) ww) oe, Team sot avi Ji Yaa .ne ye 
4 : bi ; 7 
= ae 
| : . ‘ug tifee 2 
* 
oa 
| ; ao : 
‘ rey wri) oe i . 
(WL Du Ss a yu pe 2 PY Suis UA tA. gS), Ss im 
9 we <i 
Sa? | 
ne Seas J Sous » bslawwiee . 22 ij stipe BLA? 


: , 
“ er er ; 
36 ae 9.32 ret (Ws «4 i ae 4 WOR a nob. 
” 1M 5 _ is 


SIGS gf 25 Ch Sarragga s bed SRS ‘wood a 





~ 


7, a? 


; vis 
: ave hr st 1blenh & bia) Gw Tans os vives ation 


a he seney, ‘eng: qs ae TO gi rats. fie mel og Beas ‘ 
7 7 ui ‘vh - 


“pila = fusion Wet sata aint + 

al ond "ty wpa 
y 7 hi 7 
¢ 


> ~ _ 
; a s @an 
iy os - 7 : 












540 


mr. whiteley: would you consider your 
washing machine a loss-leader? 

MR, CHATER: well, it 1s a necessary evil 
probably. 

MR, TAYLOR: It is ‘not 4 loss-leader, it 
is a loss in order’to do business. 

THE CHAIRMAN: It might oe meetin, a com- 
petitive price of a similar article possibly 
which is not usually considered loss-leadering. 
There was one little question. I think tne 
answer 15 pronably perfectly clear. At the 
bottom of page 1 of the brief you speak of the 
use of hardware items for peer eased ae and prem- 
iums by &@ considerable number of retailers and 
manufacturers. Do you mean manufacturers of other 
things than naraware, do you? 

MR. CROWDER; Yes. 

THE CHALRMAN: I wanted to pe clear, You 
were not including hardware manufacturers? 

MR. CROWDER: No, food stuffs and things 
like that. 

THE CHALRMAN: You just said "manufacturers". 
We have to be sure you don't include your hardware 
manufacturers vecause if some of them were in 
this ousiness we would like to know something 
avout it. 

Any other memoer of the delegation wish 
to add anytning? Because I tnink we have com- 


pleted our questions. If not, Lhat witli, bring 
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this presentation to an end. 

MR. CROWDER: I would just like to tnank 
you Tor such a reception, Mr. Chairman. 

Foz CHAIRMAN: And you for your presenta- 
tion. Wwe are anxious to get the facts and tne 
more facts you can give us the better and our 
questions, I tuink, nave to ove asked, I tnink 
you will agree, because you are presenting one 
point of view, that is of the nardware people, 
and there may be other points of view and there 
is nobody here to ask the questions that would 
get the answers to the otner point of vicw unless 
we do it. 


MR. CROWDER: Thank you very much. 


---The hearing adjourned until 2.00 p.m. 
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PM, 


Delegation from: CANADIAN SPORTING GOODS AND 
CYCLE ASSOCIATION, 


Comprising: Mr. John H. Jardine, 
President, 
Mr. Phil Tyas, 
Vice-President, 
Mra ads Werdae 
Executive Secretary. 


---On resuming et 2.05 o'clock p.m. 


THE CHAIRMAN: The hearing will resume now, 
gentlemen. 

The first brief we have on the agenda for this 
afternoon is presented by and on behalf of the 
Canadian Sporting Goods and Cycle Association Incor- 
porated. Those supporting this brief might come to 
this table, I think you will find it convenient to 
sit there. 

Who is going to present the brief? 

MR. JARDINE: Mr. Wardle, our Executive Sec- 
retary. 

THE CHAIRMAN; Perhaps you would give us all 

he names of those appearing. 

Ma. JARDINE: Phil Tyas, Vice-President of the 
Association, Mr. Percy Wardle, Executive Secretary, and 
myself, John Jardine, President. 

THE CHAIRMAN: You say Mr. Wardle will present 
bhe OrLer. The practice we have followed is that 
whoever is presenting a brief reads it first. He may 
comment on it as he zoes along or atthe end of the 


brief. Then, any other members of the delegation who 
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wish to make any comment may do so. We wish to have 
the brief on the record early in the proceedings. 
MR. “WARDLE: "Memorandum to: Restrictive Trade 
"Practices Commission, Ottawa, Ontario. 
"Gentlemen: 
"The Canadian Sporting Goods and Cycle 
"Association is a representative group of manufac- 
"Surevs, wholesalers, jobbers, agents and 
"retailers, dealing, in their respective 
“categories, in sporting goods and equipment, 
"reereational, athletic, wheel equipment and 
"other allied equipment and supplies. A eon- 
“siderable portion of the members, particularly 
‘the retail group, deal also in television, 
"radio and hardware. 
"Our representation is approximately six 
"hundred strong and is nation-wide, ... " 
Maybe I could stop there and state we have an 
affiliated association which helps to give us that 
membership. Actually our single membership is less than 
that but the Toronto and District Bicycle and Sports 
Dealers! Association is affiliated with us and we have 
their authority to represent them in this brief. 


"6. 6 Peom Newfoundland to British Columbia. 


"It comprises both large and small operators 
"Prom the well-known national and international 
"manufacturer, the department and chain store, 


"to the small owner operated retail sports goods 
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outlets. 

"Your commission is seeking data concerning so 
"called loss leaders. Your communication of 
"April 7th states 'The enquiry is intended to 
"include all aspects of the problems of loss 
"leaders! therefore this enquiry must of neces- 
"sity, be tied in with presently existing price 
"maintenance policy or rather the lack of such 
"policy. 

"Repeal of price maintenance has developed 
"a serious loss leader practice. Previously a 
"loss leader served its purpose of attracting 
"the buyer to the retail store thereby present- 
"ing an opportunity to view other merchandise. 
"The loss leader would be advertised and offered 
"at a price, any price - all the way from 
"slightly lower than usual mark-up, to less 
“than purchase price. 

"It applied to merchandise which could not 
"be price maintained. erchandise of a general 
"deseription type and the type of goods which 
"the public might well consider whether or not 
"it was equal in quality to similar goods else- 
"where and being sold at usual prices. It also 
"applied to inferior goods hiding under quality 
"article banners and since the customers! dis- 
"cCernment as to quality, style, etc. entered 
"into the decision, little harm was done. Today 
"the loss leader is a different piece of mer- 


"chandise. Due to repeal of price maintenance, 
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"so called 'Brand name! goods are being used as 

"loss leaders. The public know, without inspection, 

"that a certain make, size, etc. is exactly the 

"same article regardless of price and human nature, 

"being what it is, the 'Bucket Shop! type of 

"operator is attracting the customer, very often 

"py false or misleading advertising, at the 

"expense of the reputable merchandiser. 

"This reputable merchandiser is the well 

"known department store, chain stores and ood 

"business institutions who take pride in their 

"outlets and their community and try to maintain 

"cood business ethics and morals. They are being 

“forced to meet this competition against their 

"will and definitely against sound business 

"practice." 

There are a lot of well-known crganizations, 
without mentioning any names, which are selling at cost 
Or nearly cost and when we speak to them, es we have an 
opportunity to with a number of them, they are just as 
much against it as any one else. It has developed to 
the point where the reputable dealer has to sacrifice 
in order to stay in business, in order to meet his compe- 

tition and look his friends in the face - "If you can buy 
from John Smith you can buy from me". They are not 
necessarily the culprit. 

"Taking a long range view, a great many of the 


"Smaller and lightly financed operators will be 
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"forced out of business and replaced by a tran- 

"sient bloc of 'Fly-by-night' unserupulous 

"individuals. 

"What is a loss leader? Any merchandise 

“advertised for sale at equal or less than the 

"laid down cost plus the operator's averaze 

"overhead. An article purchased delivered for 

"$1.00 and assuming an average overhead of .20 

"represents a proper cost of $1.20 and if sold 

"for this amount, no profit is made. If sold 

"for less, a loss results and in either case, 

"such e transaction is unsound from any point 

‘of view. Some of our members advance the areu- 

"ment that a loss leader exists where a sale is 

"made at a lesser figure than the normal mark up 

"co include a reasonable net profit for the 

"narticular article or class of goods." 

We have mentioned that but we still feel that 
Overhead should be in there beceuse if a sale is made 
at less than the purchase price, plus an average over- 
head for’ the rvetall outlet, it is definitely a loss. 

"We repeat that loss leadering 

"has always been with us but has now developed 

"serious proportions because the name, cthics 

"and reputation of the dealer oi outlet is not 

"ea factor with 'Brand Namet coods. A manufac- 

"turer's brand is the same quality of material, 


"“worknanship and style, regardless of whom the 
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. GPO? than the purchasing pool’ can buy, including 
Gime purchese plans and the apparent saving in 
"she customex's dollar is absorbed by extra charces 
already mentioned. Some of our manufacture:s 
report thet heavy loss leadering practice hes 


c 


thi a be a pe} ees ae . ray, Pe . & 
actually reduced their sales because the public 


"had less confidence in their brandsd product. 


prosperity does not develoo. 


"Certainly increased 
"We have already mentioned that the customer's 


Saving is absorbed. Conversely, however, the 


for a fair and reasonable profit and not having 
eaplital to sacrifice, has now got 
"wall. Projecting our thinking a few years ahead, 
"elearly this will not benefit anybody. In 1953, 
"one sroup of retailers alone (Radio and Appliance) 
"suffered a 117% increase in business failure, 
"over 1952. 
"Provided mark-ups are kept to seasonabl< 
"limits, manufacturers and jobbers are entitled 


a 
1 


"we think, to have their products protected. 
"likewise the retailer is entitled to protection 
"Prom indiscriminate distress sclling and loss 
"leadevine of well-known and brand name merchandise. 
"We do not find it practicable to furnish the 
"Sremendous detail you have asked for as outlined 

tt 


in your memorandum of April 7th. We feel that 


“many other trade groups will be in the same 
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"oroportion of questionnaires which were answered. 
"The guestions were and still are, far too detailed for 
"many groups and certainly for the varied activities, 
"products, ete: of the sporting goods and allied 
ih ay 


trades eonnected with this association. 


"If the lack of response heretofore and 
"lack of all the detailed answers and statistics 
"“oresently requested, is interpreted as giving a 
"oremium to the few who would leave conditions 
"stand in the chaotic state they are in and that 
Yany lack of response with all its detail, points 
"SO a lack of concern and interest, we assure you 
"that this is not the case for the sporting goods 


“industry. Manufacturers, wholesalers, agents 


and retailers alike, are looking for stability 


We are even asked for 'particular dealers! 

"as regards loss leader practices. We do not feel 
"thet we ean furnish any names. As far as our own 
"members are concerned, we take what action we can 
"as to trade ethics, etc. within the framework of 
"our charter and by-laws. We hardly feel disposed 
"to furnish names and certainly this may not be 
done rezardine those outside our own association." 

‘Now, in regard to the questionnaire, I presume I 
do not need to read the questions; or would you care for 
me to do so? 

THE CHAIRMAN: I think perhaps if you read the 


questions along with the answers it will relate one to the 
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other. 
IY 4, MR. WARDLE: "Specific instances of loss-leader- 
"inc, in particular articles, or types of 
"merchandise, or localities, and their duration;" 
"Sporting goods of all types - all locations but 
"particularly larcer centres - Duration is inter- 
"mittent to recular. Advertised and sold at 
"laid down cost and less." 
ee General loss-leadering practices, by 
“particular dealers, or in particular trades or 
"localities, and the frequency and duration 
"thereor;" 
"Sporting soods Trade-All larger localities - 
"Continuous with some and intermittent wit 
"others." 
ba By whom such specific instances or feneral 
"oractices were carried on, ¢.2., by independent 
“merehants, chain stores, department stores, 
"“suoermarkets, wholesalers or jobbers;" 
"Mostly retail independent merchants also a few 
"wholesalers." 
“4(a) to 4(h), the only answer we have is that we 
do not know of any particular loss-leader period. We 
find it is with us all the time. 
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"The reputation and acceptance of the loss leader 
"article among 
" (1) Dealers in that article," 

We think it depends on the product. As far as the 
consuming public is concerned: unknown, we do not know 
what the reputation or acceptance of the loss-leader would 
be with the consuming public. 

"What constitutes a tloss leader! and what types of 

"merchandise are commonly used as such?" 


5 


"Material sold at laid down cost or less - Brand 
"name of products of the sporting soods, athletic 
"and recreational trade." 
"2, The percentage of total sales made on a loss 
"Jeader basis with respect to: 

"(a) A particular erticle, 

"(b) Articles of the same class or in the 
"same field of trade, ¢.g., groceries, hardware 
"coods, clectrical appliances, drus store producits;" 


"Unknown." 


"a, The general effects of loss-leadering practices 


"(a) Merchandising generally, and upon 


"manufacturers, wholesalers and retailers," 
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"The general effect of loss leader practice en 
"merchandising generally creates lack of public 
"confidence and trust in the very sreat majority of 
"ethical business organizations and individuals. 
"Manufacturers have their quality brands discounted 
"in the public view and many years! effort and 
"oromotion is sacrificed to unfair and unethical 
"practices. Wholesalers lose accounts because of 
"direct manufacturer to dealer sales, often made 
"on the wholesale level to enable some semblance 
"of competitien with the loss leader. 

"Retailers lose regular customers and their 
"“oodwill and the situatien is now getting serious 
“with the smaller operator who is losing sales and 
"reasonable profits on his branded and staple lines." 


"upon 

"(b) Consumers; " 

"Human nature, being what it is, the consumer sees 
"only the low price tag and buys, unmindful of the 
“orineiple of reasonable profits to maintain our 
"Pree enterprise economy." 

"h The effect of changes in the level of business 
"activity upon the use of loss leaders;" 

"The level of business activity will have no bearing 


"upon the use of loss leaders. However the long 
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"range effect of loss leaders will and is, re- 
"ducing competition and narrowing the number of 
"outlsts. This will tend to stop loss leadering 

"but only after the small ethical business man 

"has been squeezed out of business by this 

“unhealthy practice." 

Oe The need or otherwise for remedies, and, 

"if need appears to exist, what remedies might 

"be employed, with their probable effect." 

"Remedies are needed. 

"First - Return to a price maintenance policy or 

4B. "ea fair trade policy." 

I am not defining a fair trade policy, but some 
sort of policy which would allow us all to meet any fair 
competition. 

"Second - Establishment by registration of various 

"oroups such as manufacturers, wholesalers, re- 

"tSallers, ete. to enable proper price policy at 

"the various levels." 

That is tied in by way of illustration with my 
third remedy. 

"Third - Customs control of import valuations to 

"gJetermine that 'Fair market value under con- 


"oetitive and comparable conditions of sale! are 
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"met. This to control imports and incidentally to 


"“sollect duty at the proper price level. (Note- 
"Some retailers buy direct- from foreign manufacturers 
"under assumption of being wholesalers or jobbers 
“and secure such wholesalers price level enabling 
"nim to undersell other retail competitors)" 
I do not think there is eny track kept of that. 
Actually the fair market value, the certificate supplied 
on the customs invoice form, would be incorrect; but the 
present set-up would not enable the Cystoms Department to 
know that. 
"(Note - We interpret a wholesaler as one with a 
"minimum of 75% of his accounts properly clessified 
"as retail resale outlets.) 
"One of our large national manufacturers 
"necently said that the retail market is degenerating 
"into a panicky disorganized free-for-all and that 
"some retailers are actually giving away their normal 
"orofits to outdo competition. We presume this 
"refers to the very few who initiate such a policy. 
"By far the very great majority are only doing the 
“same thing to meet this unfair practice and to 
"prolong the time when they will be forced out of 
"business." 
5 One of the big department stores told us they have no 
justification, no intention, no desire to sell anything at 


cost or anything less than they require on their regular 


Ge “i pe i : _ an ? al - 

| SHUTS tuceM yer 0% | 

i, son HLT ou Ve a 

; “ usdeoy a Wisien ast stiy seit 10 aot gniees: baat 
{ ry wsiLt me as ~ f 


ies . 
Patton Best é “a Bi <fse steeds Howe. ope abn } 


ot 
(OO O8 


if ne, ¥ a 
} rok girs 


nos SETS GRD 
fi 


er ery ee te 
r 7 r 
tbh OOM Wey 7 


maee » - - t 
Ceanw : MLS Ori. gnolo 7 td 


Pian iat 


— = ee 


+i ae 


4 ~~! i Ls iy 
+ sad dex ae tos" aatomm Heoncs2q9d cit. ort to -aad 
(> f 

“A 


8 sankey {is ov ete on motemedat on Met Iaoma tI “ | 


ae 1c 


mE. ager ations. ine, enbupe corte ted3: engl ensign et 


2 
"} : 


hel - 


i 


v 


BD. ie 
| 





1 


ee) 


mark-up, but that they have to do it to meet competition. 
"This is the theme of the sporting goods trade and 
"if steps are not taken to stop this and confine 
"competition to salesmanship, honest advertising, 
“presentation of product, premises, ctc. we shall 
“in time, eliminate the honest, fair and cthical 
"trader of the smaller type. This is the type of 
"business endeavour we should protect and encourages. 
"They are the backbone of our free distributive 
"system and a great many of our well known and 
"larger operators, particularly retailers, ... " 
Again, I am thinking of Eaton's. 
". . . had their start under the protection of 
"sound and ethical trading regulations which are 
"now :vadually Cisappearing and consequently 
"developing a retail market which was recent) 
"deseribed as a 'Commercial Donnybrook’, 
"Respectfully submitted." 
THE CHAIRMAN: Do you wish to add anything, Mr. 
Wardle, to what is contained in the brief at this time? 
MR. WARDLE: I:..thought I might just submit this 
letter from the other Association to which reference has 
been made: 
"I have been instructed, by our executive, 
"to ask you to speak on our behalf, at the 


"Restrictive Trade Practices Commission Hearing 


"We feel that Loss Leaders, strongly 
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“advertised by the larger business houses, can, 
"and will undermine the small business people, 
"forcing them into the Loss Leader iiacket, and 
"finally into bankruptcy. 
"We also feel, that some type of Price 
"legislation should be enacted, to allow all types 
“of business to work on a reasonable Mark Ub, so 
"that we may be able to compete with all others, 
“and continue to render a necessary service to our 
"community. 
"Toronto Bicycle & Sports Dealers are not 
"looking for a protective well, nor a erutch to 
"lean upon, but rather an open, clean marketing 
“atmosphere in which to compete." 
That is from the Toronto and District Bicycle and Sports 
Dealers! Association. 
if there are any questions, sir, we should be glad 


to answer them or to elaborate on any of the points made 


(Dp 


in the brief. 

THE CHAIRMAN: There may be some questions but I 

just want to be sure that whatever you or other members 

of the delegation wish to say you have an opportunity to 
Say before questions are asked. Has any member of the 

delegation anything further to add? 

Mi. JARDINE: As the President of the Association, 
and as a vetailer vitally concerned - I have been in the 
business personally for 20 to 25 years, and I have known 
&@ lot of the people in the business for that length of 
time - I would like to make a few remarks. 


During the years I have been in business I have 
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never seen conditions as desperate as they are at the 
moment. There is no way to turn. Every time you read 
the paper you have to change your prices. You set a price 
on your merchandise fairly and the next day prices change. 
We are not changing them bece@use we want to lose money but 
at the present time we are losing money, and a lot of 
people like us are losing money. It is necessary to 
employ 14 or 15 people to run your business and you have 
to meet that pay-roll. We are trying to maintain some 
reputation with our customers. The people who are 
creating this situation will be going out of business. 
This is not a new situation. I ean remember a time before 
the war when we had a lot of people cutting prices and 
they eventually went out of business. Each year some 

one new comes along and creates this problem. 

At the present time we have no "gold standard" or any one 
to go to to tell us what we should do about these men, 
they are troubling the whole industry. The manufacturer 
says, "We cannot do anything because the government will 
not let us". We must meet that competitive price and we 
have no way to turn. 

I can think of one instance in relation to a soft- 
ball being sold in Toronto and in Montreal. The best 
possible price at which this softball can be obtained is 
$20 a dozen. I understand from some of the hardware people 
who have not the same opportunities or buying power as 
others that it is costing them $24 a dozen. They are 
being sold to the retail trade at $20.25. In other words, 
they are making 25 cents on a dozen softballs. That is 


not good, sound business. 
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I read an article recently with respect to con- 
Sumer saving. It is like my wife going down and readine 
the ads and saying she saved me $200 by what she bought. 
I do not think the millions they are supposed to have 
Saved are actually savec. 

We had a meeting at which the retailers were all in 
attendance. A gentleman told us why he was selling 
articles at such a low price, within seven or eight 
dollars of his cost, a large article costing hundreds 
of- dollars. The government says I cannot sell it. 

He went on to outline what he did to offset the price 

at which he sold the article. He sold another article 
with it for $60 which, on normal mark-up, cost $20. 

He also sold a service set-up for $20 that cost him $12. 
He pointed out that he made $65 or $75, or $45 on the 
Scticie. However, he did not outline that in the news- 
paper to the consumer, that he was making his normal 


profit; he was leading them to believe they were getting 


This is going on all the time with the unscrupu- 
lous competitor. There is nothing wrong with selling 
an article at a lower price, every one does that to 
maintain business; but te cet traffic to their store and 
then work on the basis, "We must do whatever we can to 
make our profit" means the consumer is not saving any 
money. They are taking it away from the man who will 
give them the service at the same price but they give 
the impression that man will nov. 

Take fishing rods. They will get ahold of one 


well-known brand end advertise it for $4.95. When the 
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customer goes to the store they find they have not sot 
any. We telephone the manufacturer to find out if the 
manufacturer has supplied any to them and we find thet 


4 


they have not. What has happened is that this man has 
got half a dozen in the United States or half a dozen from 
some other dealer. They take that out and damage our 
business with it, they spoil the price of that particular 
oiece of merchandise. That is what is wrong with that 
type of merchandiser. 

THE CHAIRMAN: Is it your contention the design is 
to injure the other man or to get customers into their 
store to improve their business? 

MR. JARDINE: I think the intention is to improve 
their business, along with undermining the other man's 
business. 

I am at Queen and Bathurst. In that area I think 
there are 27 people in the same business as I am. We have 
always had competition, we expect it. There are men in 
the business there who have been in business for 25, 40 
years. Mr. Dodds I know has been in the business for 40 
years. He has never seen conditions as they are to-day. 
They are attempting to force that man out of that particular 
line of business, and they are doing it successfully. 
Eventually the number of outlets will have decreased and 
they will put their prices up to obdtain their normal 
mark-up. 

We thought of the small fellow, but I do not think 
we would consider a man eae small retailer who had $50,000 
worth of capital. Yet, if any one of you gentlemen here 


wished to set your son up in business in the retail sporting 
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goods or electric appliance business to-day it would require 


quite a large amount of capital. At one time you could 
set up a store on $5,000 or $10,000 and, with imesination 
and good sound business principles cevelop e business anc 
gO on to make it a good business. To-day it is necessary 
to have at least $30,000 - that is the minimum - to 
into this business. You have to buy everything in lots 
of 12 or grosses to wet the prices to be close to your 
competitor. We have a man buying in carloadc lots 
selling against a man buying one. The man who puys one, 
to take an illustration, pays $234.67; and the large man 


is selling that same article at $235. The man in a small 


fete 


business who cannot buy more than one, he would have one 
there and get delivery the next day and get service on it; 
that man cannot operate to-day, we are forcing him out of 
business. 

I was in the services and I am a Canadian. I 
believe in Canada very much. I have heard what a wonder- 


ful country it is, and I think it is a wonderful country. 
By) , 


I think we have the best country in the world. It seems 


rab) 


shame to me that we should allow this to happen, to a 
country like ours. We are growing, we need the littl 
fellow as much as the big fellow. The little fellow is 
just as important as the big fellow because as the country 
grows the little fellow will become the big fellow. We 
must protect the things we believe in. I saved a few 


7 


thousand dollars while I was in the services and I put it 
into this business. It is everything I have. LvTis 
everything lots of the small fellows have. Some of us 


think we are large out we could go out of business to- 
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morrow . We cannot buy at the same level as these other 
men sO we are at an unfair competitive position. If we 
could buy at their level we could sell at their level. In 
large department stores there must be some consideration 
for advertising and overhead costs, but not the 10 and 12 
and 14% which allows that man to sell at your cost. 

I had a man call me to-day to ask about a fishing 
ruclL which sells at $28.95. It is a seasonal product and 
itAs necessary to carry a stock of $4,000 in the hope of 
selling them during a two month period. This man is a 
small operator and this fishing reel - a Mitchel reel 
costs him $19.40. He has to buy it, put it in his 
store, show it and tie his money up for a possible chance 
of selling it within that two month period. The man 
across the road from him is showing that very item at 
$23. You cannot stock merchandise for a year which you 
only sell on a seasonal basis with that kind of mark-up. 


If you do you will go out of business. There is no 
other answer for it. That is happening in many, many 
Lines. 

IT, as a merchant, got into the sporting goods 


business heavily. We are meeting prices that I know are 


suicide and as sure as I am here I know that if we continue 


i 


to meet prices on the basis on which we are forced to mec 
them we will be out of business. I do not think the 
eovernment wants that. They are here to protect our 


interest as well as the interest of the big fellows. 


refrigerators and siving a certified cheque for $220,000. 


That is a purchase of one particular model. As long as Il 
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have been in the business I have néver known such a 
situation to exist until to-day. Even at the roughest 
times Eaton's, Simpsons and Mayfair, the peopis who were 


the troublesome people -- there wes no such competition 


Or 


as that. That is a combine of people with money behind 
them. What is the purpose? The purpose, as it appears 
to me, is simply to put us out of business. 

Mi. FAVREAU: To a certain extent the trouble with 
this situation seems not to be connected with the loss 
leading problem. If a small retailer buys up one 
article at $150 and sells it at $1 155 he only makes $5 


profit. The other one, who can buy 25 at $125 can sell 


them at $145 and still make $20 profit on each. Is it 


( 
p 


a matter of dis tion coming from the manufacturer, 
rather than loss leading? 

Mi. JARDINE: That is my point, I feel that 
situation should not exist. Mind you, this price situa- 
tion has only arisen since the price maintenance law 
was repealed. There always was a 2 or 3% discount for 
the large operator. il have learned more about prices 
than I ever knew. I must know the price of carload lots 
and I am amazed at the prices I could have bought at. 

We. were néver forced.to sel] at, the cost: of our, mer- 
chandise, the manufacturer was able to say to these 
large buyers, "We will sell this to you. We know you 
have a heavier cost of operation, advertising, delivery 
and salesmen, so we will cive you some concession on 
that". That was done because they had an expensiv 


operation. 


THE CHAI MAN; Was that the reason the manufacture: 
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sold large quantities at a lower price; or was it not 
cheaper for the manufacturer to handle one order rather 


than handle 50 orders? 


MR. JARDINE: That is the story, that it costs less 


money, and I think they are right, to some degree. 


THE CHAIRMAN: I always thought the manufacturer 

was concerned more about his profits in fixing a price he 
t a 

eould sell at rather than whether his purchaser had a 


high overhead. 


MR. JARDINE: I do not believe the manufacturer 


offered ‘him @ profit. As far as the manufacturer's cost, 


it is only when you find a situation where the merchandise 


is not being sold that that situation develops, as 
naturally you get a surplus; but merchandise you must 
dispose of, in the old days they came along with an 
article and offered it to you at 10 and 10 below list, 
"Here is the price”. They wanted to meintain their 
dealerships and they did not so to one person; they cut 
their price to every one and gave every one the same 
opportunity. To-day it is not a question of a manufac- 


4 > cy t 


Cure i tting prices: they have a certain 


Ps 


nventory on 
hand and the first thing that happens is that one of the 
large operators comes along ané says, "We will give you 
so many dollars". You have a direct contact from the 
top man down through the manager to the sales manager. 
He says, "We have to get rid of this stuff. We have an 
offer of $220,000. Let's dump it." What happens? 

The repeal of the price maintenance law has allowed that 


type of operation to become prevalent. if we had som 


kind of law where we would be protected so that that 
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could not happen, we would be operating on the same 


THE CHAIT.MAN: I was puzzled by one of your 
arguments earlier, your statements that the large 
operator - by which you mean I assume the department 
stores and, possib 
overhead and, therefore, have to have a higher mark-up 
and that justifics ea lower price from the manufacturer. 
My understanding of the development of department stores 

that 
and chain stores wasathey were successful because the} 
were able to operate on a smaller mark-up which enabled 
them to sell at a lower price and get more purchasers. 

MR. JARDINE: When I speak of the larger men I 
am not speaking of fairgompetition, Eaton's, Simpson's, 
& great number of people in business for a long time. 


They have a sale = of course, they have a sale - and 


by 10 or 12% and make us sit 
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up and take notice. That sort of competition we do 
not want to eliminate. t is important to the cus- 
tomer. It makes the customer aware the merchandise is 
available. But, where they operate on a five or six 
ip they are losing money on every 
article they sell. You cannot operate a ousiness that 
way. In the case of the man who sold this article 


at $235, it cost him $207, which means he is operating 


4 — a) 


on a 10% profit. It is extremely difficult for any 


organization to operate on 10%. You cannot operaie 


on 10%. They are doing that to ruin us, to stop 


competition completely. Ll do not know whether there 
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is anything in the law which says you cannot have that 
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kind of competition. Section 498 of the Criminal Code, 
where they cannot sell detrimentally to the public; 
that is exactly what is happening. 

THE CHAIRMAN: This does not say that they cannot 
sell where 16 will be detrimental. 

Mi. JARDINE: Well, 1 am not a lawyer, I am a 
plain business man. I have come here with the feelin: 
this commission is here to help us if it is possible. 

I do not think you fellows are coming here to prove 
Pe 


Us PIeiT Lf you do prove it, it will be with proper 


justification and arsuments. Ll think you are willing 


THE GHAIDMAN: Up to the present we have no 
position as to who is right. 

Me. JARDINE: That is why we came here to-day. 

THE CHALHMAN: We are trying to get the facts 
out of which we hope to arrive at the right conclusion. 

MR. JARDINE: That is why I am here. 

Ma. WASDLE: Mr. Chairman, I would like to men- 
tion the case of a fishing tackle box, that seems like a 
small item. 


THS CHATHMAN: 


4 
— 


e get them smaller than that some- 


MR. WARDLE: A new brand of tackle box came on the 
market recently and the very best wholesale price in 
the United States is $1.02. Nat is interpreted as 
$1.27 laid down in the City of Toronto. It was brought 
in by a2 retailer - strictly a retailer ~ and sold for 


99 cents. That completely disrupted the entire market. 


He paid $1.37. He had to add his prorit, if he wanted 
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anything, that was his actual purchase price. 

THE CHATRMAN: He was losing 28 cents plus his 
overhead? 

MR. WARDLE: Yes, plus his overhead. This 
importation thing might be looked into. He brought it 
in as a wholesaler and he is not a wholesaler any more 
than I am, and I am not even in the business. 

THE @HAIRMAN: If the facts are that it cost him 
$1.37 to bring it in and he sold it at 99 cents, I hope 
he did not sell too many of them. 

MR. JARDINE: They do not sell too many, they 
have a limited supply. They buy from a source that is 
not normal. 


THE CHAIRMAN: re they able to buy at a low 


MR. JARDINE: If I wanted to, and these are the 
leveloping, LI will try any trick which 


4 


is necessary. We can buy many of the articles in the 


United States which we normally obtain through legitimate 
jobbers here in Canada. EL can go to some of the jobbers 
in the United States who are not connected with the 
manufacturer and say, "I will buy one carload of a certain 
type of tackle box. I will pay you 5% above your costs. 
All you have to do is to pay for them and I will «ive 

you a cheque now." ‘In other words, I can ouy them for 
less than the legitimate distributor can sell them for 

up here, - that. is, normal mark-up. L take that articlk 


and decide to sell it at a cut price, which I am entitled 


to at the present time. LI can undersell that articl 


or 
rap) 
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and undermine the people who have that particular i 
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and sell it below their cost and they are left because, 
as we pointed out in our brief, there is only a c#rtain 


number of anything sold until the saturation point is 


THE CHAIRMAN: I will agree with you but it is 
hard to determine where the saturation point is. Som 
articles are almost in the luxury class and only peopls« 
with a feirly sood income can buy them; but if the 
price is greatly reduced more and more people buy them 
so that the saturation point tends to extend if the 

MR. JARDINE: That is another thing. At the 
present time people are puying more and more appliences. 

L had e gentleman come in the other day, a fricnd 
of mine for many years. He noticed a refri 
sale - we meét the advertised price. We had a price 
marked on it. I said, "What is the price?" He said, 
$499 but selling at $199." He said, "I dontt need a 
refrigerator, I have had one for five years, but I 
He bought it and gave me $29 
down and will pay for it in two years. This man is 
taken out for three or four years. They are puyine 
things through these different outlets. We have a 
saturation point in washing machines at the present time 


in Toronto. I think the saturation point is 87% at 
t i 


the moment. It is not going to improve the situation 


by becoming obsolete. We have the case of a washin 
machine, a man using it for 11 years. He made a deal 
with a dealer for this machine for»$120 machine. He 


O. He paid $60 and his old 
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machine for the new washing machine. In other 


for $5 a year he had used his old machine for 12 years. 


Because of the deals to-day that man bougnt a 


and used it for 12 years and it only cost him 


No one in business in those circumstances. 


ean stay 


MR. WARDLE: Mr. Chairman, you spoke about the 
28 cent example I gave. One of the big troubles thers 


- 


Le that regardless of how many he sells 


2) 


- I may want 
that type of tackle box and was going to buy one from 


store - because I am tied up in this Association he 


give me some discount. Being tied up in 


an 


Association I should walk up to Mr. Jardine and say, 
“What about it?"; but I cannot buy it off him, there is 


a fellow selling it at 99 cents, less than his cost. 


the attitude he did at Christmas time, he 


will sa "IT will not let any man beat me and 
? u 


friends away from me. if that is the price you can 
buy ae oo, Ghai os the price Jjwiill sell it at.) So, 


weaboth losing money. 


CHAIRMAN: The buyer is not losing money. 


$5 a year 


MR. 


WARDLE; 


No. 


THE CHAI :MAN: 


i383, Or an Indiv 


L take it your idea of the loss- 


idual merchant besis, that that 


. 


sells below the average mark-up for that merchant, below 


cost of 4d 


the average 


JAPDINE : 


out the industry. 


Oinge business over the laid down 


pase cost of that merchant rather 


throughout the industry? 


+ 


woulc think for that merecnant. 


You would have to 
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THE CHAIRMAN: I rather thought from your brief 
you meant the average cost of the merchant himself. Some 
merchants may operate on substantially less overhead 
than others. You suggested the bigger operator had a 
higher overnead. 

MR. JARDINE: I think it is in too much of a 
tangle. As gar as overhead is concerned, we are 
taking about 20%, the normal business practice. The 
retailer's practice is to establish a mark-up -- or, 
rather, mark-down, a discount set-up on the basis of 
what he sells his merchandise at. To determine the 
cost of one man, we could not say that man must sell it 
at that price. We suggest some type of guaranteed 
return. When I say "guaranteed", you cannot guarantee 
anything in business, it is a gamble; but some way of 
Saying this is what reasonably may be expected. Six 
months from now it is an obsolete line and you can do 
anything. 

THE CHAIRMAN: You do not object to distress 
selling? 

Mn. JARDINE: No, that is a vital thing in business 
if the merchandise is sitting on a man's hand he must 
sell it. What I would suggest is some arrangement 
whereby there would be a certain discount for the man 
who was able to buy at $120, another for the one who 
could buy at $125 and a third for the man who could 
buy at $135. Then, this merchandise should not be 
sold for less than 10% or 20% mark-up on the $135 
price in order to give some protection to the one man. 


MR. FAVREAU: 10% over the man who pays the 
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highest? 

MR. JARDINE: That would be established as the 
lowest selling price. The man who buys it at $120 
must sell it at $125, plus 10%. I do not think we 
could guarantee what our profits will be, that was never 
in the price maintenance law before. 

THE CHAIRMAN: The man with the large volume who 
expects the largest discount from the manufacturer ~ 
would not only sell more goods, he would make more 


money on each article sold. 


MR. JARDINE: Yes, but he has heavier cost of 
operation. 

THE CHAIRMAN: That does not disturb you at all? 

MR. JARDINE: No. He would have some percentage 
to take care of that. 

THE CHAIRMAN: You do not agree that advertising 
pays for itself? 

MR. JARDINE: It does pay for itself if you get 
sufficient mark-up; but in these cases I do not say that 
it pays for itself. 

THE CHAIRMAN: You are charging it to the customer 
by the higher mark-up. 

MR. JA. DINE: That is where it pays for itself. 

THE CHAIRMAN: I always thought advertising paid 
for itself by increasing your volume to such an extent 
that your costs were absorbed in your overhead. 

MR. JARDINE: Let me perhaps illustrate my own 
case: 17 years ago when I first started with this 
particular business we were doing $32,000 worth of 


business a year and there were three people in the 
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business. To-day we are doing ten or twenty times the 
business but, percentagewise, our costs have gone up more 
than they were at the $32,000 level. We have to sell 
many times more merchandise to pay the cost of operation, 
of our staff, of advertising and the type of establish- 
ment we are operating. It is not always necessarily 
true that the higher you get the lower your costs, you ¢ 
so high and then you have to expand from an operational 
standpoint, more trucks, more advertising, more everything, 
so your costs increase. You can only go on this 10% 
basis. I do not think they can operate for less than 
that, in spite of their costs. I am speaking of 10% 
gross. 

THE CHAIRMAN: We are not differing on this, I 
see. If they have 10% gross profit and can operate on 
that, they are pretty paca merchants. 

MR. JARDINE: I do not say this is necessarily 
the price it should be sold at, but some basis of saying 
this is what must be. We can go to the manufacturer and 
say, "This man is selling below what you have decided is 
the fair mark-up". We have to have some standard. I do 
not say that is the normal mark-up but there must be some 
place where it can be stopped. I do not think a man who 
buys at $120 will be able to operate at 10% above $135. 

I do not know whether you know it, sir, but there 
are certain business practices in the advertising of 
appliances. I cannot say that I can give you witnesses 
for this, because I have not any and I would not want to 
get any, but I know of cases where salesmen have told us 


they were charecd $5 if they sold a particular item which 
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had been advertised at a greatly reduced price. "If 
you sell it it is $5." 

THE CHAIRMAN: They revuce the commission? 

MR. JARDINE: They do not reduce the commission, 
they take $5 from the salesman. It is nailed to the 
fisor: it,.ts, not for sale, That exists in certain types 
of operators. What eens is that when you go into 
the store, you walk through the store, you see the 
merchendise; but nobody will show you what it is, and 
even if you get some one to look after you and you 
indicate to them that you would like to buy the article 
they will ask you to look at something ¢lse and the 
first thing you know you walk out in disgust if the 
other item is the only one you want. 

MR. WICKWIRE: How prevalent is that situation, 
or similar situations? 

MR. JARDINE: That condition exists very often; 
that does happen very often in some of the advertised 
items. We had a Soe ers a stove which was being sold 
for $99.95. I phoned every possible supplier and the 
lowest price that stove had been sold at was a year azo 
at $137. The man was supposed to have had sixty. iE 
asked the suppliers if they sold this man 60 or 100, 
and they said no. 

MR. WICKWIRE: Did the salesman tell you whether 
or not the customer who came in to buy this article which 
was, as you say, nailed to the floor, in fact bought 
other merchandise? 

MR. JARDINE: In this particular case he did, he 


bought another stove. This fellow went up to buy this 
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$99 stove and he bought it for $129; and, then, he came 
back and apologized to me. 

MR. WICKWIRE: It happened to be a stove you ar 
speaking of, and the customer purchased another stove? 

Mr. JARDINE: Yes, it was a stove. They were 
supposed to have had sixty but no supplier had sold them 
six within a year previous. 

MR. WICKWIRE: The practice of the article being 
nailed to the floor and the salesman being fined $5 -- 

MR. JARDINE: I am not saying this is the par- 
ticular item; I am not saying that in this particular 
case this man was fined $5. 

MR. WICKWIRE: No, no. For the sake of expression 
so you and I will understand each other call that article 
a stove that was advertised. 

MR. JARDINE: Oh, stove that was advertised. 

MR. WICKWIRE: Was that a brand name stove? 

MR. JARDINE: Yes. 

MR. WICKWIRE: And a customer comes in and he is 
told they have not any left or they are sold out and he 
buys another stove? 

MR. JARDINE: Yes. 

MR. WICKWIRE: Was the stove he bought a brand name? 

MR. JARDINE: Not in this case, it was a smaller 
company. 

MR. WICKWIRE: You say that is prevalent? 

MR. JARDINE: This particular stove was advertised 
last Wednesday. 

Is it prevalent? 


MR. WICKWIRE: Yes. 
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MR. JARDINE; It is something that has been with 
us for some time. ¢ was with the merchandise that 
was not brand named. 

MR. WICKWIRE: What do you say about the dis- 
tributor or dealer who advertises a stave and when you 
go in there are three or four hundred at the price as 
advertised? 

MR. JARDINE: In a case like that I believe the 
man is legitimate. I feel that that is one instance 
where we could say because this man buys 400 he cannot 
sell them below what I can. The man must sell them. 
That is competition; that is good competition. I do not 
say we should not have competition, competition is 
part of the business, it gets people to go from store to 
store and it develops a demand. 

MR. WICKWIRE: With that type of transaction you 
say the buyer is not deceived and nobody is deceived, 
it is good competition? r 

MR. JARDINE: That is good competition. lf the 
man is in business and that is the price, that is all, 
or if he mentions in his ad it is not complete or 
service extra; it is the hidden things that are not fair. 

MR. WICKWIRF: You sucgested a floor price, I 
Suppose that would be? 

MR. JARDINE: I suppose that would be it. 

MR. WICKWIRE: To give the industry some type of 
protection against the first type of person we are 
talking about? 

MR. JARDINE: Exactly. 


MR. WICKWIRE: In California I believe, under 
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their Fair Trade tpey odd establish a floor of 6%. 
You suggested 10%? 

Mk. JARDINE: We have not as much opportunity 
for volume selling in this country as in the United 
States and I emai therefore, we must get a little 
more than 6%. 

Mi. WICKWIRE: You mentioned, Mr. Jardine, that 
every one must do a little loss-leadering to stay in 
business. When you refer to that do you mean selling 
distress articles or unseasonal articles? 

MR. JARDINE: That ighy definition of loss- 
leadering. It will hurt some but it will not hurt the 
whole industry. When some one comes out with the 
express intention, with a new line on the market, and 
they come out with the intention of taking all the 
market for that -- 

MR. WICKWIRE; It might not be, in that instance, 
loss-leadering; it might be leadering but not loss- 
leadering in your interpretation of it? 

MR. JARDINE: In my interpretation. 

Mk. WICKWIRE: You suggested in the particular 
area in which you operate there are 27 in your type of 
business? 

MR. JARDINE: Yes. 

MR. WICKWIRE: How large an area would that cover? 

MR. JARDINE: From Spadina to Bathurst Street. 
It's three city blocks. 

MR. WICKWIRE: Well, now, how long have there 
been 27 in your particular line of business? 


Mi. JARDINE: There have been 20 of them there 
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since I have been in business. We have had good com- 
petition mainly, some not quite as scrupulous; but we 
could go to the manufacturer and say, "This man is 
selling below cost". They would go to him, as a 
gentleman, and suggest, "There are 20 other men who 
have to stay in business, let's get together." 

MR. WICKWIRE: I am trying to find out if there 
has been quite ar. increase in the number of people in 
that particular business in the area you have defined 
over the past few years? 

MR. JARDINE: No, there is no particular in- 
erease. One goes out and another comes in. 

MR. WICKWIRE: Has there been an increase, 
generally, in the sporting goods business? 

MR. JARDINE: I would say there are more sport- 
ing goods -~ I am speaking of these 27 units in this 
particular street. I am not speaking of the sporting 
goods industry; that is in connection with the 
appliances. 

MR. WICKWIRE: I understood you to be speaking of 
sporting goods and appliances? 

MR. JARDINE: It is chiefly appliances, the 27. 

MR. WICKWIRE: The 27 you speak of, are they all 
dealing in sporting goods and appliances? 

Mi. JARDINE: No, in appliances. 

THE CHAIRMAN: When you say three city blocks, 
do you mean on one street? 

MR. JARDINE: Yes. 

THE CHAIRMAN: That sounds like a heavy con- 
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MR. JARDINE: Very much so. Five of them are 
within a few stores of each other. 

The average dealer or merchant is not afraid of 
competition; but they are afraid of unscrupulous com- 
petition. It is like a city without e policeman, no one 
to turn to. 

MR. WICKWIRE: It has been suggested that there 
has been ea large increase in the number of (a) appliance 
outlets anc {b) sporting goods outlets from shortly after 
the war up to the present time? | 

MR. JARDINE; There was a great influx of people 
coming into the business, but I think the majority of 
them have gone out. That was a normal thing. That 
was going to happen. Lido now clink Unis parc lewiarly 
affected them. There are a number now who have gone 
through the first failure period. But the people who 
had a chance of staying in the business are now being 
forced out of business because of these practices. 

MR. WICKWIRE: Can you tell me, Mr. Jardine, why 
in your opinion they should particularly pick the 
appliance business and/or the sporting goods business to 
get this big increase of outlets? 

MR. JARDINE: Well, I believe my interpretation: 
We went through a very dry period from 1929 to 1944, 
there was no manufacturing particularly in our business, 
in the sporting goods and in the appliance business. They 
were all doing war work. So that the people who manazed 
to stay through the war - I went in the service and my 
wife and my partner kept the business going - they did 


not have anything to sell. There was a terrific demand 
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built up because of lack of merchandise because of the 
war effort. 

MR. WICKWIRE: In other words, there was, at the 
time these people were going into this business, a 
seller's market? 

MR. JARDINE: It was a seller's market, and these 
people are the ones who are walking out. 

MR. WICKWIRE: That condition changed, did it not, 
Mr. Jardine? 

MR. JARDINE: Yes, there was a gradual change two 
or three years azo. There were a number of people who 
had no right to be in the business, normal failures, 
new people in it who did not know how to sell; when it 
came to a buyer's market they could not stand up under 
= Ae 

MR. WICKWIRE: You think there were too many 
outlets in that period? 

MR. JARDINE: Oh, I would hesitate to say that. 

I think, with fair competition, there is reaom for many. 
I am not here to say there are not enough. I think 
with good competition the more the merrier, as long as 
the man is fair. If you get a fair break I do not 
think you can restrict the number of outlets; I do not 
think there are too many. 

MR. WICKWIRE: Would you agree with me, in this 
industry there is a consumer's market? 

MR. JARDINE: Oh, yes, I agree with you on that. 
Not only in this industry but most industries to-day. 

In the car industry the same situation is developing. 


It is becoming very desperate there. 
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MR. WICKWIRE: In a consumer's market do not you 
think the individual should have some choice about wnat 
he is going to pay for any article? 

MR. JARDINE: I am not very much in favour of 
that. I went through 1932 to 1939 where it was a 
very definite consumer market and we managed. The 
public there, I am sure, never over-paid, they did not 
have the money to over-pay, and the people in business, 
they managed to stay through it in a consumer!s market 
where the buyer was the boss; but they still had price 
maintenance where we could go to somebody and say, 
"This is as low as you can go". Some of them did not. 
Nobody was prosecuted for it. 

MR. WICKWIRE; You gave the Commission an illus- 
tration of a chap who had no intention of buying a 
refrigerator because he had one. 

MP. JARDINE: That is right. 

MR. WICKWIRE: He saw a nationally known brand 
greatly reduced so he bought it, making a small down 
payment and paying, I think you said, $5 a month. 

MR. JARDINE: $30 down and two years to pay. 

MR. WICKWIRE: Do you consider he got some 
advantage? 

MR. JARDINE: My point there, sir, was that that 
man was taken out of the market three years from now. 
That is one example of my own. 

MR. WICKWIRE: That man had a refrigerator? 

MR. JARDINE: That is right. 

MR. WICKWIRE: He got a newer model? 


MR. JARDINE: Tpat is right. 
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MR. WICKWIRE: You say he was taken out of the 
market? 

MR. JARDINE: The machine was only used for five 
years but its normal life expectancy is eight to ten 
years, at which time we would expect to have a return sale. 
That man having bought a new machine now will not be 
buying another one in three or four years! time when 
we might normally expect him to be puying a new machine. 

MR. WICKWIRE: He already has a machine some years 
old? 

R. JARDINE: Yes. 

MR. WICKWIRE: What has happened to that one? 

MR. JARDINE: There is nothing the matter with it, 
it is still a very good machine. 

MR. WICKWIRE: Why is not the same individual who 
bought the machine at a greatly reduced price coming back 
in three or four years and buying a new model? I cannot 
follow your argument. 

MR. JARDINE; . If the cut price condition sodill 
exists, perhaps that man will; but I do not think we can 
count on a boom market all the time. The time will come 
when they will not buy for the sake of buying. 

MR. WICKWIKE: In another case, Mr. Jardine, what 
about the man who has an ice-box and has always wanted a 
refrigerator but could never pay the $325, whatever it is, 
and he now can, There must be instances of that. 

MR. JARDINE: That is the man we are looking for 
and that is the man the dealer who is selling at reduced 
prices is looking for. I believe in reduced prices; I 


believe the consumer should get the best possible price 
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available; but I do not think it should be at the expense 
of the legitimate dealer who has an interest in the 
community. I am a consumer myself, I buy at the lowest 
possible price; that is the very thing I am saying, these 
people are entitled to the lowest price, but are they 
entitled to the lowest price at the expense of putting 
Sax Or ase aah 2 out of business? 

MR. WICKWIRE: On that point I suggest te you that 
if there is intent which can be proved -~ I admit it is 
very difficult to prove intent -- but if the purpose of 
selling 1t at a very, very reduced price is to put your 
next door neighbour out of business, that is contrary to 
the existing law. 

MR. JARDINE: We know that and we know it is 
happening; but how can we prove it? Where a man is 
selling one article -- and I am representing sporting 
goods, but it happens that I know something about the 
electric appliance business -- say, an electric kettle 
for $6.95. The best possible price it can be bought 
ror 13°$8. 20. That man is setting out with the intention 
of putting his neighbour out of business because his 
neighbour might not be able to afford to sell it at that 
price’? 

MR. WICKWIRE: Is that the intention, or are you 
assuming that is the intention? 

MR. JARDINE: Well, it would be very difficult 
for me to read his intentions and to prove them. It is 
impossible for me to go to him and say, "You intend to 
put me out of business.” That would not holdwter. How 


can I prove he intends to put me out of business? 
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MR. WICKWIRE: I suppose if you had a chap next 
door to you who was buying in very large quantities 
and still*seiding ata prefit- -- 

MR. JARDINE: Yes. 

MR. WICKWIRE: -- to himself on each article at 
ereatly reduced prices to each individual customer that 
the effect might still be the same, it might have a bad 
effect on the people selling a similar article in the 
same neighbourhood. You say that is legitimate? 

MR. JARDINE: I do not get your point, sir? 

MR. WICKWIRE: Well, if a person by reason of 
volume of purchases -- 

MR. JARDINE: Yes? 

Mr. WICKWIRE: -- and quantity discounts on his 
own purchases, is able to sell the same article at a 
lower price than the usual mark-up, it is going to 
affect his competitors in the immediate area. 

Mr. JARDINE: Well, yes, that is true; because, 
after.all, we cannot sell what my neighbour can sell av. 
We are both fishing in the same pond but we are both 
using different bait. 

MR. WICKWIRE; The effect might be the same as . 
the person who is actually selling, though, at less than 
his laid-down cost? 

MR. JARDINE: No, the effect would not be the same. 
If thers were some protection then we are forced to fish 
with the same bait and there is some semblance of order. 
I do not see how you can take the hazards out of business. 

MR. WICKWIPFE: Your brief has mentioned, for 
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"This is the theme of the sporting goods 

"trade and if steps are not taken to stop this 

"and confine competition to salesmanship, honest 

"advertising, presentation of product, premises, 

"ete. we shall in time, eliminate the honest, 

"Pair and ethical trader of the smaller type." 
Now, does not salesmanship, advertising, presentation of 
product and the type of premises add to the cost to the 
consumer? 

MR. JARDINE: Yes, I would say it does. 

MR. WICKWIRE: Would not, in your opinion, the 
consumer be entitled to say whether he is willing to pay 
for that additional cost? 

MR. JARDINE: Well, let me put it this way: The 
man who is maintaining a proper establishment the only 
way this other man who is not keeping a proper establish- 
ment and providing proper salesmanship can obtain 
business is by the type of advertising which is not 
always correct. That man, if he deals fairly, cannot 
get the customers to his store. He has to meet the 
costs of operating a business, the same as myself, with a 
proper looking esteblishment or by getting customers by 
excessive advertising. In proportion the advertising 
done by some is not fair to the article. 

MR. WICKWIRE: I gather from your presentation of 
this problem there are some large scale dealers who ars 
doing business fairly. 

MR. JARDINE: Of course, of course there are; and 
L admire them. Some who are very smart operators, they 


are able to sell at prices I am not able to. I am not 
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saying they can, but that I cannot. I do no condemn 
them, I look over their market and try to copy it. 1 
think the man who is ethical and willing to do business 
on a straight business basis, definitely he is all right. 
If you phone him up about an article he will stand behind 
his price. But these others, it is like having a gun 
without ammunition. 

MR. WICKWIRE: I do not think you have told us 
the general functions of your organization. 

MR. WARDLE: You mean, the Association? 

MR. WICKWI': Yes, the Canadian Sporting Goods 
and Cycle Association. 

MR. WARDLE: To promote the interest of our members 
and take in the several allied lines that cannot be avoided, 
look after the general interest. We try to check our 
members up if we run into cases that appear offensive. 
Complaints come in to the Association offices and within 
the framework of the charter we have opportunity to inves- 
tigate them. We have tried to stop some of our members - 
we have several members who we believe stand condemned 
in this loss-leadering policy. 

Mi. WICKWIRE: Your Association does not enable 
retailers to buy at better prices? 

MR. JARDINE: No, that, again, is a very difficult 
problem. Certain ones would have to get a better discount 
because they are bigger operators. 

MR. WARDLE: Going back to the question you were 
asking. The answer might be: This leeway you speak 
about, the fcllow who is buying in large quantities, he 


obviously gets a better price than John Smith, who is 
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buying in smaller quantities, and he can, therefore, 

sell for less; but there will not be that much difference. 
He might be satisfied with a 10 or 15% profit because of 
his volume. That lets the little fellow get in, who 
should have 20% profit. 

MR. WICKWIRE: Your Association does not object 
to that? 

Mn. WARDLE: No. That is competition you have 
tO expect to mect; but when a fellow sells for less 
than your cost you have to take money out of your 
pocket to sell that product, and that cannot last long. 

MR. FAVREAU: Your theory is that he should not 
be entitled to sell it for less than you pay for it? 

MR. WARDLE: Not less than the smallest store buys 
it at. I do not think you can run into a situation 
where that exists. If John Smith has two or three 
employees, I think he will buy at a price which is 
competitive with Eaton's and Simpson's and if they put 
a sale on he can still sell at that sale price. But, 
if they put a sale on for less than their costs -- they 
seem to want a bigger mark-up than the small store, just 
why -- I understand they have some rather heavy mark-ups. 

MR. TYAS: I would like to emphasize from the 
manufacturer*distributor's point of view it is practically 
impossible to assess the cost at which people will buy 
pecause there all sorts of holes and corners for buying. 
If there could be some method of control, if you like to 
call it that, over the net price, as it was in the days 
before price maintenance was removed, giving a certain 


amount of leeway to the manufacturer. For example, if 
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we have a branded item which is very popular and some 
one buys it in quantity and makes it a football and 
kicks it around we could go to them and say, "We don't 
like that, it is upsetting to the other people in the 
trade and we don't think you ought to do this because 
there wontt be any more supply if you continue." So, 
you could settle a situation of that kind if it happened 
to be somebody who was unscrupulous. Nowadays you 
cannot do that. He says, "That's too bad". We can't 
do anything about it. That is where I feel some 

method of relief could be given to the retailer, the 
wholesaler and even the manufacturer. The manufacturer 
is frequently criticized for something over which he 

has absolutely no control. so is the distributor, 

who is generally criticized by the retailer who feels 
the pinch. 

Good competition, I do not think ever hurt any- 
body and I think we all look forward to it and expect 
LG Prior to the time of the removal of price main- 
tenance legislation there was price-cutting, there has 
always been price-cutting, special sales; but it never 
ran away wild as it has done to-day. These unscrupulous 
type of people know they have no check-rein at all, they 
can do what they like. They can practically throw 
things at you and you cannot do a thing about it. 

Mi. WICKWIRE: I-find it difficult to understand, 
and perhaps you can indicate to me just how the situation 
is to be corrected, if this sort of thing you have been 
talking about is so very prevalent, selling actual 


articles at less than cost - that is, laid down cost - 
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how can they stay in business? 

MR. TYAS: I do not think it very often happens 
that articles are sold at less than actual laid down 
cost. It can happen occasionally and it can happen 
where a certain article may be a discontinued line and 
can be bought at a lower price; but, generally speaking, 
I do not think there is so much of that selling at less 
than cost. They can be sold at less than the normal 
mark-up, that can happen. If it costs a man 20% to 
operate and he puts on a special at 15%, he is actually 
losing five cents; but over the whole picture he does 
not look at that picture and say, "I am losing five cents 
on that item". 

We had @ meeting discussing this before coming 
to the meeting, and a certain jobber said to me, "I mark 
up 33-1/3%; it costs me 223% to operate." He said, 
"Now, if I give 33-1/3 and 10% discount and pay my 


Salesmen commission I am losing business." 


i said, 
"How do you stay in business?" But any instancss they 
do operate on that principle they do not make much but 
on the over-all picture they take that into considera- 
eae 

MR WICKWERE?Y Tsvnot . a0) so; Mr. Tyas,g-> ° Lo think 
you have used the figure of 20% as being the average 
cost of doing business? 

MR. TYAS: I think that is senerally considered 
throughout the industry. 

MR. WARDLE: We would not want to guarantee it, 
that is a hypothetical figure. 


MR. WICKWIRE: We will say 20%. Do you object to 
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the dealer whose cost is below the average -- say it is 
only 12 or 13% -- passing on some of that saving to the 


customer in the form of reduction in price? 

MR. WARDLE: If his overhead was 12 or 12 instead 
of that 20%? 

MR. WICKWIRE: Yes. The average is 20. 

Miwa yAS: I do not think you. can. object. to it. 
If some one has a tumbledown shack away out on Dundas 
Street it does not cost him much and if one wants to go 
and buy an article at 10% or 15% less than Harry B. 
Kennedy, say, on King Street, you have not much argument 
about that. if they like a nice store and service, 
that is the thing they pay for. As I said, we always 
do that sort of thing. That always obtained. That 
always will obtain. But, the point is if somebody in 
the tumbledown shack, or in a large emporium is con- 
tinually kicking an article around at an extremely low 
price -- for example, in the sporting goods industry the 
great proportion of the goods are distributed through 
jobbers. It is seasonal. They service a great many 
small dealers throughout the country and in the city. 
When some large dealer takes an article and cuts the 
price to an extremely low point, he may sell quite a 
number but all these jobbers, who in turn sell to the 
dealers, find they are = undersold and the dealers 
lose confidence in the jobbers and it gets back to the 
manufacturer. The jobber says, "We can't sell this 
article because it is sold at such and such a price 
the dealer cannot make his mark-up and we cannot make 


our mark-up." Thet ruins the sale of that particular 
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item. When we had the opportunity of going to those 
people and saying, "This is wrecking the whole business 
and, so, we cannot have this." There has to be @ certain 
amount of lecway, we always expect that, but now we cannot 
do that, or if we do it they do not pay any attention. 

It opens the door for these people who want to be 
unserupulous. 

MR. WICKWIRE: There is a suggestion in the bricf 
that the public loses confidence in the branded product. 
I take it you were talking about a branded product? 

Mn. TYAS: Yes, 

MR. WICKWIRE: Now, you say it is the dealer and 
the dealer loses confidence in it because he is being 
undersold. 

ME. TYAS: He loses confidence in the fact he can 
make any money out of selling it. 

Mr. WICKWIRE: The purchaser has not lost con- 
fidence? 

MA. TYAS: Only to this extent: take a drug item. 
Suppose you have bought tooth-paste or shaving-cream at 
59 cents and you find it is 45 cents or 63 cents. You 
wonder why the price is chopped around. "Is it not as 
good as it used to be?" If you find all that deviation 
of price on a well-known item I feel you lose confidence 
in it, you say, “How can they sell at that price? It 
cannot be as food as it used to be." If you think about 
it in those terms. 

MR. WICKWIRE: That is one reaction. The other 
reaction is, "Perhaps I paid too much for it last time." 


Ma. TYAS: Yes. 
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THE CHAIRMAN: There have been instances of orices 
which start at a high level and then rapidly fall to 
the advantage of everybody. Palmolive soap, when it 
first came on the market, was 25 cents a cake. At. the 
end of the first war they began to put sales on at cight 
for a dollar, and then twelve for 98 cents. Eventually 
it got down to five or six cents a cake. 

Mi. JARDINE: Again, that was under fair com- 
petition. 

THE CHAIRMAN: It was not done as a loss-leader. 

MR. JARDINE: The same things with tires or cars. 
The competition is created. They talk about the con- 
Sumer not getting the benefit of lower prices. Com- 
petition forces prices down. One man makes a footoall 
at $5 and another at $6. The one who makes his to scll 
at $6 looks at the other one and says, "I will make 
mine at $5." You do not need give-aways to 
competition. 

THE CHAIRMAN: I was merely mentioning that 
instance to show a reduction in price did not necessarily 
mean the consumer lost confidence in the quality of the 
SPE Le len 

Mi. TYAS: No, when the price comes down of its 
own accord, that is all right; but when the price ls up 
one day and down the next and up the following day, that 
contributes to loss in confidence. 

MR. WICKWIRE: I have one more question, and 
perhaps, Mr. Werdle, you can answer it if you would, 
on page 4 in your brief in the suggesi 


have said: 
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"Second ~- Establishment by registration of veriou 
"eroups such as manufacturers, wholesalers, 
"retailers, ete. to enable to proper price polic: 

"at the various levels." 

Will you be a little more explicit on that? What 
is the function of registration, is the 
exercise. control? 

Mr. WANDLE; I presume some department of the 
eovernment; I don't know. I am just pulling an idea 


out of the air there for somebody else to worry about. 


What we have in mind there is the unprincipled person -- 


ey 
G 


this applies largely to importations but it could 
domestic, too -+ who says he is a jobber or wholesaler, 
and he is not a jobber or wholesaler at all. He a3 

selling to two or three industrial accounts and chooses 
to call himself a jobber and wholesaler. He is 99% 


retailer and he is enabled to buy his merchandise at 


sone through the 


much less than another retailer who has ¢g 
proper channels. 

Mr.. WICKWIRE: How much control do you want the 
efovernment to have? 

Mz. TYAS: May I answer that? It arose out of 
a suggestion I made a couple of years ago. A lot of 
sporting goods are distributed through wholesalers. Now, 


we decided at the meeting at which the question came up 


what constituted a wholesaler. One of the wholesalers 
said that any one who could argue a manufacturer into 
lower prices should perhaps try to do so. My susgeestion 
was that each wholesaler who actually had to buy goods 


in quantity for distribution to the retail trade would be 
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licensed by either a board of our Association or a 
government board. We co not wish to put anything morc 

on the government than needs be, of course. We thought 
the Association or the sovernment. The wholesaler 

would have a licence and he would go to thehanufacturer 
and say, "I want to buy so and so. Ion Lecmy Licence 

if he has a licence number he gets the jobber'!s 


numocyr. 


price, which 1s generally 20% less than the dealer's 
price. Then, 1% does not place the onus on the manufac- 
turer to say this man is a jobber, this man is a dealer. 
There would be some set-up whereby you could say he has 
so many travellers or he does this or that, in some way 
he qualifies as a legitimate jobber. 


MR. WICKWIRE: Your suggestion would involve 


quite a bit of government control in rezistration of 


G 


licences. 

MR. TYAS: It has been done in certain provinces. 
I understand in only one. Lo am thinking of the 
Provinee of Quebec. ZL do not know what reason they 
had for instituting provincial licences. 

Ma, WICKWIRE: You are suggesting provincial 
control? 

MR. TYAS: No, do not push it over on to Ontario, 
leave it with Ottawa. I do believe in British Columbia 


they have something of the same type of regulation. 


THE CHAIRMAN: You might find some serious 


MR. WICKWIRE: The control you suggest is by 
the Director or this Commission? Is it a federal control? 


M:. TYAS: It wouleé have to be some board or some 
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authority who would pass upon the legitimacy of @ certain 
wholesaler as a wholesaler. L do see think that is the 
only method. i do not say it is the best method but it 
was one idea that came to mind. It was just passed alon: 
as a sugsestion. 1 mient “sayy as atmatter of fact, 1% 
did not meet with the wholchearted support of our 
Association. They thought it was a good idea but that 
the time was not propitious. 

Mi. WARDLE: I believe the provincial licence is 
in connection with a provincial sales tax. 

THE CHAIZMAN: Your position is that you are not 
actually asking for restoration of a system of resale 
price maintenance because you have spoken in favour of 
some latitude in selling prices, you are not asking for 
fixed prices, but you want to stop what are genuine loss 
leaders as you have defined them? 

MR. WARDLEY “Our No. I Suggestion is return to the 
price maintenance policy or a fair trade policy, but I 
cannot define a fair trade policy. 

THE CHAIRMAN: The things you would not take 
exception to would practically rule out any complete resal 
price maintenance law. 

Mi. JARDINE: I do not think if we had a price 
resale maintenance law that it could be enforced. Bhar a es, 
not think we can say to a man, "You must make 33-1/3", 
there must be some lecway. 


THE CHAIRMAN: You are not arguing for a definite 


ct 


rice resale maintenance law, but some limits. 
3 
MR. FAVREAU: t would be the limit where you would 


not losc. 
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MR. JARDINE: We would lose at 10%, but you could 
meet that competition if you sold at that price. 
M.. WARDLE: Then, you would know what your 


competition was. You would know whether or not he was 


making some profit. You could say to yourself, "I must 


er 
ie) 


satisfied with the same thine". You could go back 
to your premises and sec if you could not do the same 
as John Smith, to see if you could improve your s¢ét-up. 

THE CHAIRMAN: There is one statement at the 
bottom of page 2: 

"In 1952, one group of retailers alone (Radio and 

"Appliance) suffered a 117% inerease in business 

"failures, over 1952." 

You do not say where that statement 1s to be found. 
Could you give us the source of that statement? 

MR. WARDLZ: It was from a trade magazine. Bf 
cannot récall it at the moment. 

THE CHAIRMAN: We like to know the source of 
statements of fact like this. The question af success 
or fallure in business is important. 

MF. WARDLE: I can get that for you. 

THE CHAIRMAN: Any other questions? Mr. Wickwire? 

Mi. WICKWIKE: No, Mr. Chairman. 

THE CHAIRMAN: Any members of the delegation? 

MR. JARDINE: No. 

I would like to thank you for the courtesy and 
consideration you have given to us in presenting our 
case. 


THE CHAIRMAN: We wish to thank you for the 


<4 


presentation which was so fairly put to us. 
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anxious to get all the facts which can be brought to our 
attention to try and find the nature and extent of the 
problem and what remedies, if any, are necessary, and 
what are possible. 


Mi. JARDINE: I can assure you, sir, it is a ver 


te 
ra 


serious problem. 
THE CHAIRMAN: That will conclude the presentation 
on this point. 


We will have a five minute break. 


~--Eeecess from 2.40 to 3.55 o'tclock p.m. 
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Delegation from: Cavers Brothcrs Limited, 
St. Catharines. 


Comprising: Pred hy Vavers, 
President, 


W.A. Cavers, 
Vice-President and 
necretary-Treasurer, 
John Franklin, 
Counsel. 


---On resuming at 3.55 o'clock p.m. 


+ 


THE CHAIRMAN: Gentlemen, the hearing will resume 


The next presentation is a brief and discussion 
presented by and on behalf of Cavers Brothers Limited 
of St. Catharines. 

Beehane those appearing will let us know who is 
in the delegation and what their positions are. 

Mi. FR. CAVERS: Mr. Chairman, thedelegation. is 
comprised of myself, Fred RK. Cavers, Mr. W.A..Cavers, 
and John Franklin, who acts for our firm. 

THE CHAIRMAN; Is he counsel for the firm? 

Mi. FR. GAVERS: Yes. 

THE CHAIRMAN: Are you the president of the 


company? 


MR. F.R. CAVERS: If you would like to call me th 


that is my title. 
THE CHAINMAN: It is a limited company? 
Mi. F.R. CAVERS: Yes, it is a limited company. 
THE CHAIRMAN: And Mr. W.A.? 
MR, Fi. CAVERS: Vice-President and Secretary- 


Treasurer. One of us will act as general manager from 
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THE CHAIRMAN; You have official positions in the 
organizations just the same. 

The procedure, Mr. Cavers, which is generally 
convenient, is for one of you to read the brief, make 
any comments you like as you read it or at the con- 
clusion of It. Then, any members of the delegation 
may make any comm nts they like and then there will bw 
questions. 

“ak MR. FSR. CAVERS: "Well, we seem to be the first 
representatives of the appliance industry. The 
last 
appliance industry has been well-spoken of in theatwo 
briefs we have heard. 

THE CHAIRMAN: Are you suggesting the appliance 
industry is spreading into other fields? 

Meet UR onos, Les Maybe it is an i111 wind 
that blows nobody any good. 

A. "TO THE RESTRICTIVE TRADE PRACTICES COMMISSION 


BY CAVERS BROS, TTD. ST. CATHARINES, ONTARIO 





"The firm of Cavers Bros. Ltd. presenting 
"this brief, is an organization selling and 
"servicing électric home appliances, mainly 
"General Electric, in St. Catharines, Ontario, 
"Por the past seventeen (17) years. About 
"eour (4) years ago, they entered the furniture 
"business. 

"Prior to thcir opening an appliance 
"business in St. Catharines, they had sold General 
"E lIsetric appliances in New Jersey, U.S.A. 
"since approximately 1927. 


“hen Messrs. W.A. & F.n. Cavers decided 
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“ow 


"to go into business for themselves, they were 
"offered a franchise also financial support in 
"New Jersey, but because of the vicious trad 
"oractices which existed in the U.S.A. at that 

"time, they decided it would bs wiser to return 


"to their native Canada where a certain degree 
"of sanity sesmed to exist in retailing 
"appliances. 

"It is not ,the intention of this organiza- 
"tion to try and inform the Committce that a 
"vicious predatory loss lcadcr selling does 
"exist as we arc aware that ample research has 


"been conducted by the Restrictive Trade Prac- 


Go 
"tices Commission in this regard. Norawe 


"belicve that we can offer a solution that has 
"not been considered, but we do feel that we would 
"be remiss in our duty to fellow Canadians if we 
"did not make certain observations as follows:- 
"1, That the days of the small retailer 
are numbered unless he is given a 
"small degree of protection. 
"O. That the appliance business will be 
seversly damaged if it loses the con- 
"Pidence of thse buying public. Unless 
"dealers selling appliances are fully 
"orepared and equipped to service these 
"appliances, the cleetrical industry 
"cGannot successfully compete for the 
"consumer Gollar. 


"2. That the electrical industry par- 
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"ticularly reteiling, is one of 


“Canadats largest users of labour and 


"that further labour 


layoffs ax 
"imiinent unless profits are mor: assured 
"h, That indiscriminate sellinc of tele- 
"vision and appliances, through loss 
"leader sellins is an economic waste. 
“Rather than brins moze mexchandise to 
"more people, it tends 1 
to. 


{ 
v 


obless these gainfully employs 


ed in 
"selling, servicing and advertising 
"these products. 
"S. Three types of dealers exist - 
"(a) Those who sell vast quantities 
"of merchandise with but a few 
"“olerks, at prices which are by 
"all standards loss leaders to 
"legitimate dealers. 
"(b) Those who sell large quantities 
"at eut priccs and sparked by loss 
"leader advertising. 
"(c) Those who maintain a price near 
a manufacturer's suggested list 
"and who maintain e highly trained 
"“offiec, sales and service staff, 
"and who properly displey and 
"stock their franchised lines. 
"It is our contention that the latter 
"dealer is a zreater 


eG 
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to Canada 
gainful : 


as he is 
mployment to a greater numde} 
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"of people. 


On 
>) 
(es, 


"We place ourselves in the latter 


"Number on payroll 


"Annual payroll 


"Numbex married 


regarding our employe¢s 


ory. The followine are a few statistics 


1 - Ay 


"Numbex owning own home - 22 


"Number childven 


"Number owing car 


"Shree types of dealers which must 


Of employees. bs 


to financial statements of these 


1 


be available 


> D 


"co this Committes would indicate only moderate 


"Our -yrerit) for 


"federal 


cS sand wel ax 


1953 was 4.62% before 


G coneerned that in the 


vaxe 
“present unstabilized market that we might just 


"as easily lose this small margin which would be 


"disastrous to a deale: 


it Red Wee 
We are howcve eS 


with our limited finances. 


4 


determined that we will, 


“if necessary, protect our investment and will 


at 


"cut our staff and overhead as required and enter 


“into any type of merchandising programme t 


4 dhe 
new 


‘will maintain our financial stability regardless 


"of who it adversely affects. 


"te “4s the policy 


"Company to mcerchendise 


"Shrouch franchised dealers but thei: 


of the Gencra 
their major appliances 


small, or 


"so-call<d traffic appliances, through any type 


er 
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"of store vie a distributor. 
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"Because of the standayd of quality and 


"service offered by General Electric, it scems 


"chat their merchandise is being used more than 


"Selling. Firms who do not handle any other 


i sent in. 
- « « use General Electric to bring customers 


"Go their store and by inference indicate that 


"their prices are low on all lines. This is 


"unfair and unjust to a dealer whose livelihood 
is derived mainly from General Electric 
"oroducts. 

"COMMENT. ~ 


"Tc 1s unreasonable and unfair to invite 


"a dealer of our size to appear before any 


"investigating committce and require him to 
"submit proof of cvident facts. Larger 


ine 


“organizations have research departments whos 
"cime is fully occupied in compiling tevidenec! 
"Many of those organizations would not present 
"these facts as it is in their interest to 
“areoravate price cutting conditions. 
"SOLUTION - 

"We do not offer any complete solution 


but here is a suggestion - amend the Criminal 
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"Code to provide that it be a Criminal offcene 
"for any one to indulge in predatory crede prac- 
"cice (not just a distributor). 

"Finally, we would like to suggest that 
"the Government of Canada make up its mind to 

"afford a minimum of protection for the small 

"merchant or allow him to be put out of business 

"so that a virtual monopoly will exist in the 

“hands of the larger operator. 

"Fespsetfully submitted - 
"CAVESSABAOS LTD.” 
signed by myself. 
THE CHAIZNMAN: Do you wish to add any 
comments at this time, Mr. Cavers? 

MR. F.R. CAVERS: I must apologize to the Com- 
mission that this bricf was hastily prepared and 
presented because of the fact, as I point out, we have 
no time in our business to do a ict of research and to 
answer the type of questionnaires sent out py the 
Commission. We just could not compile those facts. 

THE CHAIRMAN: Perhaps I might =xplain, the 
questionnaire was prepared for distribution among various 
industries, various associations and different t 
merchants. We knew perfectly well we could not expcet 
to cbtain complete answers from every one to whom th 
questionnaire was sent. We wanted as much factual 
information as we could obtain and we thought by 
indicating the information most useful your attention 


might be directed towards those things and, then, you 
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would provide what information you could. We did not 
expect you to answer ¢verythine. 


ME. OP... CAVERS:- Thank-you. 


this matter, though it is of vital importance to us 
though, we are not suffering at the moment, we are quit: 
satisfied with the margin of profit we have but the 


_ 


tendency is definitely towards zero and minus. Our 


concern is for the future. We are compocting and we 
are preparcd to go ahcad and use any method neccessary 
to remain in business. there 1s no secret about the 
ways and means of merchandising, there is nothing new 
in the scene. These fellows to-day who think they ar: 
smart and are advirtising loss leaders arc not doing 
anything that has not been done before. We are competing 
but we feel this would be a better industry and a better 
country to live in if everybody had a fair and equal 
opportunity to make a living - we are willing that our 
competitors should have some opportunity to. 

I think we can classify ourselves as a small 
organization, despite the fact our volume is reasonably 


good ~ not to be compared with the big chains or depart- 


ment stores. 


retailcr, I think, generally resents the attitude of th 
Dominion Government Rae tere past number of years. IL 
think one thing we could ask the Dominion Government to 
do is to go back to where it was when we had a curtain 

amount of convrol. At least there was a cecrtain amount 


of control in the business when e@ certain amount of 
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vertical price fixing was allowed. Wo do not advocat: 
there should be horizontal orice fixing for dcalzrs o 
manufacturers or distributors; but we think th 
manufacturer should have the right moderately to police 
his own oroducts. 

There was some question here this morning as to 
whether we should worry ebout the manufacturer. I do 
not think I have too many people to worry about but 
one I would like to consider as @ partner with mc in 


the business is the manufacturer who supplics me and 


ra 


wnose products I have in my charec. Who better can 
look to for aid, guidanec and support than that 
manuracturer? I think I have an obligation to protect 
his rights, interest and trademarks. I am guite willing 
that he should take some interest in my business. 
However, he will not take that much intérest as ‘to ask 
me to maintain a position which would put m- in an 
uncompetitive position. They want business and, I am 
afraid, they will be maybe a little too lenient as far 
as the person is concerned. Thewc was nothing wrone 
with the way things were until the Federal Government 
stepped in and removed all semblance of price stabiliza- 
tion. From that time on the trouble has started. 
Whether this committce or any committee of the Federal 
Government can plug the holes in tim: I do not know. I 
would like to be a part of it if we can help you to 

I CG The point is I feel it should go back to the 
way it was. celine this way about the mat 


7 


I did not put as much time in the preparation of the 


brisf asi could have. However, I would submit the 
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following solution, which is not contained in the brief: 
"Could not the matter be dealt with by 
"allowing the manufacturer to suspend supplying 
"any one who is consistently selling their 


"“sroducts below the suggested selling price until 


a 


"that individual had satisfied an impartial 


"tribunal that his resale price is realistic 
"having regard for his operating costs and his 
“own linc with his average profit in his business 
"and that in additien included in his pricc h 
"is supplying the service that an unwary buyer 


"might reasonably expect from the retailer as 


"related to the particular product." 

Now, there has pecn some reflection cast on sales-~- 
manship here to-day. I do not think, Mr. Chairman, we 
should look down our nos¢s too much at the salesman. 
There were a great many people who made a living during 
the depression selling where they could not get a job 
anywhere else, except on the reilef rolls. The question 
was this: Would it not be to a custemer's advantage, and 
should he not have the right to go and buy something 
where he docs not have to pay for salesmanship. 


Is not that, substantially, the question you have 


MR. WICKWIRE: That is quite right. Should not 
a customer have the right to, yes, if he wants to pay 
for service and salesmanship or if he wants to buy thc 


4 


where he knows the article - 


1g 
ta 


same article somewhere 
and I admit it applics to brand namc goods. 


MR. F.R. CAVERNS: I am of the opinion that one of 
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the greatest foundations of this country was mlcsman- 


THE CHAINMAN: Is not it the merchant or the 
manufactur cr who pays for the salesmanship? If he 
really succeeds, then the inerease in volume would mean 
he customer would not pay any morc. 

Ma. FR. CAVERS: Mr. Chairman, my feeling is 
that the customer pays less bceause of salesmanship 
because a greater volume of merchandise is sold. 

THE CHAIRMAN: That is what I am trying to 
get at. 

MA. FR. CAVERS: I do not wish to rambic on 
indcfinitely here but I think we have presented our 
bricf and have made some statements. We feel very 
Keenly about this subject. 

important 

L missed oneapoint, that is the question of 
loss leadcr - and that is what we are here for. 

THE CHAIRMAN: It is fairly important. 

Mey oh CAVERO* Year. I made the comment that 
there are three types of loss leader. One is the nailed 
oan Loan Teedar. That is the loss leader which wes 
referred to before by one of the previous speakers. ¥ 
was never meant to be sold. There is a penalty put 
on the salesman in some of these organizations if he 


Se bey oie. it. wae referred to s4 4 five doliar bill. 


[eH 
ta 


That is a fact, we know that cxists. The item 


mérely advertised to bring people into the store and 


4 


sell them something else. 
THE CHAIRMAN: Do you know whether that is at all 


common? 
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Mi. Fon. CAVERNS: I believe it is fairly common. 
THE CHAIRMAN: Have you personal knowledge of 
cnough instances? 


MR. Fi. CAVERS: Yes, we have personal knowledge 


ao 
~ 


then, there is what I like to call the nebulous 


' 


loss leader; that is, one that never existed in the first 
placc, purely fictitious advertising of something th 
advertiser did not have. I think in the next few days - 
Lam not anticipating the next spcakers but we cannot 
help put learn a little bit about what is going on - 
there will be something said about that. 

THE CHAIRMAN: Would not that be fraudulent 
advertising, rather than loss leader? they cannot lose 
on something they do not soll. 

Ma. FR. CAVERS: Definitely. 

THA CHAIRMAN: That is fraudulcnt advertising to 
eet peoole into the store, rathcr than loss leading. 

MR. FR. CAVErS: I believe it is brought about 
by this type of legislation, and 1 belicve it is brought 
about indirectly. 

THE CHATRMAN: I suggest it might happen with resal. 
price maint onane:>. | This feature of advertising, having 
them to geé1l, nobody could say anything to them 


beeausc they had not sold anything at a loss. I1% would 


ct 
Jot 
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be wide open, just as it 


MR. Fon. CAVERS: Then, there is th: third type: 
Thosc who have a volume and are ready to sell the mer- 


ehandise which they offer and arc fully prepared to tek: 


a loss under their costs at thc tim. The hardware mon 
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referred to a cost this morning of under $8 for a 
General Electric iron or kettle - I do not think they 
were quite clear which one it was. They are referring 
to a price that is less than my cost as a franchised 


General Electric dealer. The best we can get from 


General Eleetric is 75%. Those figures are over $8 
in both cascs. 

THE CHAIRMAN; You mean 35% off list? 

Mn. BLA CAVERS: .Off List. 

L sent copics of the advertiscments of my com- 
petitors in which show definitely they are selling these 
products at cost or very nearly cost, within 5%. 

I do not want to stand up here, Mr. Chairman, and 
leave myself wide opcn, because we have used or 
employed loss leaders in our own business, and we will 
continue to use them if we have to. I presume the 
way this situetion is deteriorating almost anything is 
likely to happen in the futurc, but we are prepared. 

It has taken 25 ycars to build the business and we are 

not going to give it up in a hurry. We are not the« 
smallest put we are not the biggest. Before we go 

there will be a lot of others go, those who should not go, 
those who have the right to be in business. They will 
go first. Then, it might be our turn but I hope by that 
time they will have sense enough to go pack to where we 
were oricinally as far as business is concerned. 

THE CHAIRMAN: You say you have sometimes usced 
loss leaders. Have you found it e profitable device? 


gard: It 


A, it. 26 profitabic im this re 


creates the inference that the othcr items you are 
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sélling may be a little lower than they are. It brings 
you other traffic which docs not scem to be particularly 
profitabl:. They will occasionally buy something <lse 
but the majority of people scoot in and out, they scoot 
in and puy the loss leader and seoot out again. 

THE CHAIRMAN: When you referred to yourselves 
using loss leaders, are you using that term in the 
Sense that the pricc was less than your laid down cost? 

Mey fone GAVERO? “Thatas right. 

THE CHAIRMAN: I can see that that would not be 
very profitable if most people scoot in and scoot out. 

MR. FR. CAVERNS: No, but we may not be as smart 
as some of these operators. We are kind of getting 
our fect wet at the moment. 

THE CHAIF.MAN: If you cannot make it more profit- 
able you will probably have to quit. 

Mi. FR. CAVERS : We may have to quit. 

THE CHAIRMAN: Docs any other member of the 
delegation -- 

MR. F.R. CAVERS: I do not think cither of the 
othcr members would like to say anything at the moment. 

MR. FAVr EAU: Some one has mentioned the outlawing 
of bait advertising in the United States. Do you think 
legislation which would directly outlaw advertising uscd 
as bait and directed toward bringing the public into an 
establishment with no intention whatsoever of really 
selling the particular item advertised would be propcr 
legislation which would corrcet a situation like this? 

MR. F.R. CAVERS: Well, I think we would get 


around to the point there where there is a lot of 
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advertising, legitimate advertising, done to try and 
sell distress merchandise or over-stockcd merchandise. 

MR. FAVREAU; I am speaking of advertising things 
you definitely intend not to sell or do not posscss. 

MR. FE. CAVERS: I think legislation could b« 
passed which would prohibit that. 

THE CHAINMAN: That would be fraudulent adver- 
tising. 

MA. FR. CAVERNS: We admit to loss leadering 
advertising but we do not admit to fraudulent adver- 
tising; we always have what we advertise to sell. 

MR. WICKWIRE: Mr. Cavers, you referred to con- 
ditions in the State of New Jersey in the Unitcd States 
some years ago and you returned to Canada because of 
more sound business conditions here. What do you think 
about th: present conditions in merchandising in the 
United States? Take New Jerscy, the State you 
referred to? 

Mey FoR CAVERS»» Ishave no knowledge. /of mer- 
chandising in the United States. I have none at all. I 
understand they are bad. I have heard it said that you 
could buy a television set in Canada for less than you 
could on Portiand Street in New York, which is supposcd 
to be the lowest price. I have heard it said, but thet 
is only hearsay. 

MR. WICKWIRE: You know they have a Fair Trade Law 
in New Jersey? 

MR. F.R. CAVERS: Yes, I know they have it in the 
States. 


MR. WICKWIRE: Have you heard of the growth of 
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discount houses becoming prevalent in New Jersey? 

Mai. FR. CAVERS: Yes, I have heard about it. 

Mr. WICKWIRE: Even under Fair Trade. 

MR. F.R. CAVERNS: Yes, ¢ven under Pair Trade. 
How they do it I do not know. 

Mi. WICKWIKE: You suggest at the bottom of page 
of your bricf that the days of the small rctailer 
are numbered unless he is given some degree of protec- 
tion. Just what degree of protection do you suggest? 

MR. FA. CAVERS: I think the smallest degree 
of protection which will do any good is to repeal the 
law which made it improper and illegal for a manufac-~- 
turer to guide his dealer. 

MR. WICKWIRE: To what? 

MR. FR. CAVERS: Guide his dealer, even with a 
little compulsion if he desired to do so. The 
manufacturer has a lot to sain. First, he wants that 
dealer to pay his bills. Secondly, he wants that 
déaler to sell merchandise for him, and lots of mer- 
chandise . He is in the best position to decide what 
margin of profit that fellow should make. He is in the 
best position to tell him and train him how to make a 
Sale. He is in the best position in every way to 
guide him. He can guide him now in almost everything 
except keeping him sound enough to make a profit and pay 
nis pilis. 

MR. WICKWIRE: The small degree of protection 
you suggest in your brief is the restoration of price 
resale maintcnancc? 


MR. F.E. CAVERS: That would be one of them. 
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L would say a small degree of protection, too, 
could be that it be established that the dealer could not 


< price that article 


{TO 


sell at a lower price than the avera 
is sold et in his particular city. 

MR. WICKWIZE: Here, again, we have this question 
of ‘hverage price". What average price are you talking 
about? 

Mn. F.R. CAVERS: it am speaking of the average 
cost of dealers to do business. in other words, “if it 
and our competitor 24%, the average of the 
two is 22%, that should be the amount. 

ME. WICKWIRES \CATL vients «lr I carry ona typ 
of business similar to yours in a differcnt part of the 
country and I am able to do business at an average of 
15%, do you suggest I must still sell that product at 


not icss than a minimum of 22% mark-up, because that is 


MR. FR. CAVERS: First, I would not admit that 
you could do business any cheaper than I could and give 
the service I can. 

MR. WICKWIRE: Supposing for the minute I can. You 
will wave. to'Ro that far. 

MR. SH. CAVERS: +L'will suppose you can, and I 
will suppose there is somebody clse¢ in the busincss smart 
enough to do business at 10%. The laws of this country 
are made for the average person, not for the geniuses, 
they are made for the ordinary man, the ordinary retailer 
the ordinary citizen. If you aré smarter than the 
ordinary you can get a little bit of profit for being 


smarter than thcordinary. 
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MR. WICKWIRE: I should be able to pocket ch: 


4 
J 


difference between 15% and 22%, I should be foresd to 
keep 10? 

MR. Fen. CAVERNS: We arc talking about big 
Spreads and profits which do not exist. The profit 
Spread would not be anywhere near that amount, if you 
offer the same services, the services which the 


manufacturers require. But, if you then felt that you 


owed something to your customers - and that is not a bad 


way to feel, some of us in the past have felt that way, 
we declared a dividend one year things were so sood. 
There are other ways you can do it. You can do it by 
giving X quota service over and above what you are 
required to give, and build good will with that money. 
I do not think it would be at all inconsistent to 
protect the small man and in that way give the odd out- 
standing success a little extra profit. if he is 
interested he can turn tnat back to his advantage by 


giving it in other ways. 


— 


MR. WICKWIRE: I merely wanted to know, as set 
out in your brief when you say he should be given a 


small degree of protection, if the small degree you 
meant was rcstoration of the right to maintain resalc 
prices by the manufacturer? 

Mi. F.R. CAVERS: That would only be a small 
degree because price maintenance never was price main- 
tenance in the eppliance business. 

Mi. WICKWIRE: Were you éver obliged to take in 
trade-ins at a very substantial discount? 


MR. F.R. CAVERS: We had it all the time, sir. 
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When you speak of discount, we consider we are buying a 
picce of merchandise when we take in a trade-in. 

MR. WICKWIRE: Is not that one form of passing on 
@ price reduction to a consumer? 

Mi wets CAVERS: No, Welly 25 25 one form.and. 1: 
is one form that is being widely used, to show tradc-ins 
in advertising rather than straight price reductions. 

Mai. WICKWIRE: Was it your expericnee that péefor 
the present legislation was passed in 1951, during the 
latter part of that year, that there was a much larger 
practice in trade-ins than there is to-day? 

MR. FR. CAVERS: Was it our,experience, do you 
say? Our experience is that there are more trade-ins’ 
to-day but I believe the practice to-day, the general 
practice to-day, is to cut the price down to the bone and, 
on some Occasions, give no service, charge no financing, 
eliminate the poor fellow who cannot pay cash and take 
in trade-ins and throw them out, or leave them lay wher 
they are. 1 believe there is. that trend. 

Incidentally, may 1 say, there has been a great 
deal said about small appliances, and I am glad to s=< we 
are drifting to the larger appliances. One thing you do 
not have an éxample of set before you is that larger 
appliances, there are ycarly modcls on major appliances 
and the surpluses are being sloughed off in the following 
year. 

MR. WICKWIRE: By whom? 

MR. F.R. CAVERS: By the manufacturers and their 
dealers. Those are uscd as leaders sometimes with some 


mislcading advertising to indicate that they are being 
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4. 


cut. But, they are not being cut as much as the table 
appliances. 
Ma. WICKWIRE: Do you know of any instances where 


a manufacturer has gone to a dcaler and said, "Here, I 


have an.ond of the run line, or end -of the year model, 
and I have a great many of them. Will you get rid of 
4-1. 


coem? ; 

Mi Fun CAVERSs:. Yes. 

MA. WICKWIRE: That actually occurs? 

ME UE ites CAVEssa® w, Ol, Yess 

Mi. WICKWInE: What would happen under »«tail 
price maintenance: with that sort of an arrangement? 

Ma. F.R. CAVERNS: Nothing. Nothing. He would 
still go to the dcaler and ask him if he wants to take 
chem at a reduced price and the rotaller would be 


privilegcd to go down as low as I have suggested, at 
the average cost of doings business. 

Mi. WICKWIRE: You say, secondly, she applianc: 
business will be severely damaged if it loscs the 
confidence of the buying public. Can you suggest what 
articles have, lost the confidence of the buying public? 

Ma. F.R. CAVERS: Practically tne entire appliance 
business has lost the confidence of the public, not one 
but all. In the first place, the public docs not know 
what to pay for an articlc. They do not know whether 
they have the lowest price. They do not know what 
they-are going to sacrifice if they buy it at a 
ridiculously lor price. The buying public has no 
confidence in the appliance busincss, they have 


confidence in the products but not in who to buy i¢ 
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from or what scrvice thcy ar 


Mii. WICKWIRE: There 


oe 


2 going 


to 


eet on it. 


has been no confidence 


lost in the articles, loss by the manufacturers? 


Mi! Pak. DAVEE: Neo. 


question. The confidenec is the 


MR. WICKWIRE;: They still have 


I would say no to thet 


other w 


ay eround. 


eonfidenec in 


the manufacturer's nationally advertised article? 


MR. FOR. CAVERS: Yes, 


confidenee in some of the de 


alers they buy it from. 


and I belicve they have 


That is the only reason they buy from those dealers. 


We have many people tell us 
sclves in our hands. They 
they expect a squarc deal. 


wants; but they do not know 


MR. WICKWIRE: A lot 


have -= you emphasized GE. article 


they are 


put 


Ae Foam pn Fat ay 
sgh QUIS BACHE 


want to buy something and 


of thi 


MA. Fn. CAVERNS: 2 have. te. 


Mi. WICKWIRE: But otherwise 


had them. 


the public 


7. i 
bine 20, 


public are abl 


MR. F.R. CAVES: You say there a 


cou 


1d not hav 


rz: a lot of 


tO 


MN. WICKWIRE: I am asking you if that is nov 


so? 


MR. F.R. CAVERS: Would not hav:« 


price had not been cut? 


MF. WICKWIRE: Yes. 


them if the 


MAR. F.R. CAVERS: No, I do not believe that. 


belicve the tendcney is the other way around. If 


becomes strictly a knock-down, stri 


the dealers will have to strive for that type of 


business and uxelud. finaneine, whi 


cCUuly 


cash basis, 


ch will cxelud. 


~ 
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great proportion of our buying public. 

Mi. WICKWIRE: When you speak of lost confidenec 
of the buying public, you are talking about the public 
losing confidence in the dealers because the diffcrenccs 
in-prices . Is that the situation you are talkins 
about? 

MR. FR. CAPERS: I think the public have lost 
econfridenee in the gencral idea of purchasing all 
electric appliances. I feel to-day they arc putting 
off buying becaus: they fecl anything can happen to- 
morrow. I think if to-morrow comes and they find 
they are justificd in that assumption, they will still 
say, "I am right, I might as well wait for the future". 

MR. WICKWIRE: The information compiled by the 
Dominion Bur au of Statistics docs not indicat« that. 

MA PLR. CAVERS: Why? 

MR. WICKWIRE: Well, it indicatcs that production 
keeps going up on appliances 

MR. Pon. CAVERS: Were you speaking of appllanccs 
or applianccs and tx: levision? 

Mr. WICKWIRE: I am spcaking of -- 

MR. F.R. CAVERS: Arc you speaking of dollars or 
units? 

MR. WICKWIRE: I am speaking of -lectric 
refrigerators. hadilo receiving scts have gone down 
because television sets are going up. 

MR. FAR. CAVEnD 2 ao 2s Paris. 

Ma. WICKWIRE: I am spcaking of washing machines. 

MRY Fen. CAVESS: Arc they going up? 


MR. WICKWIEKE: Yes. 
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Mi. F.R. CAVERS: What year's figures have you 
there? 

MR. WICKWIRE: I think you may have a copy of 
this, "Restrictive Trade Practices Commission, Matcrial 
Collected by Director of Investigation and Research". 

Mi. F.A. CAVERS: What years is that? 

Mi. WICKWIRE: 1951, 1952, 1952. 

MR. F.R. CAVERS: They probably did go up in 
those years. 

It has been brought out before that there was 
@ great lag after the war and there was a great 
demand for these products. I do not doubt a price 
war is going to increase the volume to some extent 
but I certainly believe it is not a healthy volume 
and it certainly is not doing any dealers any cood. 
Certainly in the long run it) is going to be detrimen- 
tal to the public, there are just so many consumers 
in the public. Competition and salesmanship will 
sometimes sell items to buyers that they do not other- 
wise need on want, the desire can be created, but 
there can only be so much of that. 


MR. WICKWIRE: In paragraph 5, Mr. Cavers, you 


"tnree, types of dealers exist - 
"(a) Those who sell vast quantities of mer- 
“chandise with but a few clerks, at prices 
"which are by all standards loss leaders. .. 
What do you mean by “ell standards"? 
MR. F.R. CAVERS: Well, to legitimate dealers. 


My choice of words there wes not very good. I should 
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not have used the word "levsitimate". "All standards 
loss leaders to the estabiianed and the general run of 
dealers", let us put it that way. 

By that I mean that there are dealexs who are 
selling over a million dollars worth of appliances a 
year, or so I am told, with one clerk, two members of 


the business and one stenographer, end a service man 


cr 


Oo set the merchandise up on the floor, and that is the 


end of his interest. They all sell at times when there 


is a rush on and they are definitely selling mer- 
chandise ~~ 

MR. WICKWIRE: At 2 loss? 

MR. FR. CAVERS: At prices that would be a big 
loss. 

KR. WICKWIRE: ‘To the dealer you speak of? 

Mx. Fon. CAVERS: To the dealer who performs 
ali the functions of a dealer; has his service depart- 
ment, maintains an adequate place of business with a 
fair stock, gives returns where necessary. No 
Gealer Offerine all the services Of & deaier "could 
possibly compete with that firet catercory. If the 
country wants that kind of a dealer, all right, that is 
what they are soiling to have; but they are not going to 
have service and they ere not going to have anybody 
buying appliances once they are beet. I had a man 
me, "I bought a television set at 25% off and it has 
never worked satisfactorily since I bought it". Theat 
man is stuck. He will not buy it from another dealer. 
if he has any judgment he will at least try and get 


4 


some service. What cood is his spending $200 on that 
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television sect when he has no satisfaction? 

MR. WICKWIRE: Did not the same gentleman have 
a chance of buying that television set from a legitimate 
dealer? 

MR. F.R. CAVERS: Oh, yes, he had a choice. 

MR. WICKWIRE: Where he could have had all the 
service? 

MR. F.R. CAVERS: He took it the other way 
around. Somebody should protect a person like that. 
I believe they should be protected. I am not being 
facetious, I am talking about the person on the 
street. What do they know about the trouble you can 
have with appliances, particularly with television? 
They think they are getting a bargain; they are not. 

The manufacturers require volume at this time 
and they sell that kind of dealer. He turns it over 
and all the services he is not offering means the 
public is not being protected under those circumstances. 

Mi. WICKWIRE: Nationally known brands, such as 


G.E. which you have mentioned, surely their products 


ct 
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are good - 1 have never heard any one say they were no 

MR. F.R. CAVERS: You will not get me to say they 
are not. 

Before we went into the Hed@viation business we 
had two service men. Now we have as high as 21 service 
men, and we are a General Electric outlet - and there is 
a representative over there (indicating). We jumped 
our men up to 21 men and we have 11 trucks and men on 


a 


the road, not because we are proud of these items put 


because we have to to give the proper service to the 
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customer. That is what our franchise means, they 
expect us to do that.. 

M.. WICKWIRE: Say I am @ poor unsuspecting 
person who wants to have eae General Electric machine. 

L do not know anything about them. I know they are 
nationally advertised and 1 see they are advertised 
at $54. 

Mi. F.n. CAVERS: We are not talking about 
television, then, $54. 

MR. WICKWIRE: All right, talk about television, 
$6542 

MR. F.R. CAVERS: Yes. 

MR. WICKWIRE: And I am crazy to have one. a 
know G.E. are a good manufacturer and my friend here 
can sell me one for $454. Do you say I should not 
be permitted to buy it from my friend for $454? 

MRS FR. CAVERNS: No, I did not say that. 

MR. WICKWIRE: Wheat do you say? I do not want 
the service because I know it is a good machine. 

MRooF.R. CAVERS: You are willing to pay for it, 
if wou ream gett ae? 

Mr. WICKWIRE: Yes. 

MR. F.R. CAVERS: If you can get somebody to 
Beryice Ite 

MR. WICKWIRE: No, I am willing to pay $454. I 
know I am on my own if it soes wrong. I know you will 
send your man out if I buy it from you, or take it 
back. Why should not I have my choice? 

MR. F.R. CAVERS: The only reason you should not 


have a choice, if there is a choice, this gentleman hers 


to 
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cannot perform the public functions of a dealer and 
sell me that machine. 

MR. WICKWIRE; I am his customer, he has got my 
money and I have <ot the machine. 

MR. F.R. CAVERS: But he will not give you that 
type of service. 

MR. WICKWIRE: Sut I do not want the service. 

MR. F.R. CAVERS: Despite that you will want to 
get it fixed if something happens. 

MR. FAVREAU: You have a $200 difference to play 
with, to employ the man. 

it. F.R. CAVERS: In the first place, you are 
toying with a lot of money because you are toying with 
more than his profit on a television set. S200 s a 
lot on any argument. Pyt the profit on that television 
set what it would be from General Electric, say, 
nearer $150. 

THE CHAIRMAN: Not on a $650 model? 

Mv. Pane Cavan, NO, t am sorry. He was nearer 
it than I-was. I should have left that $54 deal in 
there in the first place. 

MR. WICKWIRE: As a customer I have $200 to play 
with if something soes wrong with that machine, which I 
do not think it will. You say I should not be permitted 
to buy it from my friend? 

MR. FR. CAVERS: I do not think General Electric, 
we are bandying their name around quite a bit to-day -- 

MR. WICKWIRE: Take "X" manufacturer. 

MR. F.R. CAVERS: I do not think General Electric, 


unless he is your brother-in-law or a relative, would 
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want him to sell you, and sell consistently, at that 
price on current models because he cannot perform ail 
of the functions of a dealer, which cost 20 to 26%. 
Service on that price set, even although you want to 
wipe it off, commonly is about 5a. 

MR. WICKWIRE: When you say General Electric 
or "X" company do not want their product sold at that 
price because one type of dealer is not performing all 
the services which the manufacturer says should be 
DerLoOrned.-~< 

MR. Baku CAVERS: Yes? 

MR. WICKWIRE: -- what are the services that 
should be performed? 

MR. F.R. CAVERS: Well, one gentleman went 
through quite a rigamarole here about unecrating and 
setting up. Are you going to take in the case? Are 
you going to take the television in the box? 

MR. WICKWIRE: Any article, 1 do not care, take 
a television in the box. 

MR. F.R. CAVERS: You are going to take it in the 
erate. That is a function, unpacking, setting up and 
checking that set in and running it in for 24 hours. 

MR. WICKWIRE: Does this not apply to the other 
person who sells me a set at a lower price? 

MR. F.R. CAVERS: No, some of them do not. ‘Some 
of them advertise brand new, right in the crate, and 
that is what they mean, you get it right in the crate. 

MR. WICKWIRE: And unpacking is one service. 
What are the others? 


MR. F.R. CAVERS: Then, he puts the set on his 
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T1000. One gentleman said that you have to make 200 
demonstrations pefore you make a sale. He has to 
make some number of demonstrations before he sells you. 

MR. WICKWIRE: On a G.E.? 

MR. F.R. CAVERS: Certainly. People do not buy 
anything without some idea of what they are buying. 
They set some kind of a demonstration. They have the 
privilege of being guided in the purchase of an item. 
Then, they get terms, which are very important. True, 
they pay for terms, but those terms cost the dealer 
some money and represent to the dealer a contingent 
liability. 

MR. WICKWIRE: The terms cost the buyer some 
money? 

Mi. FR. CAVERS: Yes, it costs’ the buyer, he pays 
for them basically; but they do cost a dealer some 
money. 

After it is sold we have to take it to your 
home. We have to set it up in the home. You may or 
you may not get installation. You say you are going 
to waive the guarantee. You have to pay for installa- 
tion in many cases. There is an over-charge on that, 
he might make a little on you there. There is the 
fact that there is installation end it costs a dealer 
money to make installations. If he is going to cut 
at one place he may make it up in another place. After 
that happens there is service, and I would like to show 
you our service files and what can happen to a television. 
The average cost in 1952 of servicing television sets 


by our firm was $23. $22, L believe my figures are 
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correct. That is an average cost right across the 
board. 

THE CHAIRMAN: Does that mean all the machines 
on which service was required? 

MR. F.R. CAVERS: That is the average cost on all 
machines, 

THE CHAIRMAN: All machines you sold? 

MR. F.R. CAVERS: Yes, whether they had any ser- 
vice or not. It could, conceivably, run up to $150, 
and even more. 

MR. WHITELEY: Was this under a service contract? 

MR. F.R. CAVERS: Under the ninety day guarantee 
which we give, without any separate contract. This is 
what it costs the dealer. The dealer who sells a 
service contract starts off ahead of che game, he starts 
with a charge of $25 to $50 which he collects from the 
buyer. 

MR. WHITELY: Does your firm supply a service 
contract? 

MaSeRORS CAVERS: No, we°donot. That is an 
equitable proposition for’ the customer. There must be 
a profit in a service contract and we feel we can do 
without that. We do not suggest a purchaser buy a 
television service contract apart from the ninety day 
cuarantee which the manufacturer instructs us to put 
on the set and pay for all service above that because 
we believe the majority of trouble will come within 
the ninety day period. Act the moment it is not even 
available in our firm. 


MR. FAVREAU: Does the manufacturer reimburse 
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the dealer for any amount of money expended in ser- 
vicing? 

MR. F.R. CAVERS: No, just the parts. They do 
not reimburse us for the labour. It costs us up to $150 
for an individual set. We believe if we have anything 
to give to the customer, and if anybody feels that 4.6% 
profit is too great, we would rather take that profit 
and turn it back to the customer in "X" warranted service 
rrom extra seryice. 

MR. WICKWIRE: Let me ask you this: Can I buy a 
machine in your shop without service and without the 
extra charges for the service? 

MR. F.R. CAVERS: No, you cannot, because we feel 
you would come back anyway and ask us for something. 

You may be the way you said regarding buying things 
and making a deal but we have not met too many of that 
type of people. 

MR. WICKWIRE: You suggest to a customer, if he 
is interested in buying a television set, that he take 
a ninety day guarantee with the service? 

MR. F.R. CAVERS: No, I do not suggest that to him. 
He gets that. There is no suggestion, that is part of 
what he is paying for. 

2. WICKWIRE: If he buys it ho takes it whether 
he wants it or not? 

MR. F.R. CAVERS: Yes. We would not sell a set 
without it. 

MR. WICKWIRE: Is there any other service? 

MR. F.R. CAVERS: Well, the only service that we 


offer, other than that, are the "X" warranted services, 
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which we sive free a great deal of time the customers 
feel after purchasing the television set and it has 
cost them more than they feel it should cost them for 
the guarantee, we will sometimes make an adjustment. 

We also offer the facilities of a service department 
that is continually losing money, even though we charge 
our customers for service outside the guarantee. 

The amount they pay us is not sufficient to cover our 
costs and overhead. 

MR. WICKWIRE: Well, then, you do not think 
that the public should be entitled to purchase an 
article without service if they so desire? 

Mie Pens turVenos Wb bate cirricuie 
question to answer. We do not want the public to feel 
that they are paying more than they should, and I 
Suppose there may be room for some kind of cut price 
outlets, if it is economically sound, where they might 
go and buy that kind of merchandise. But, certainly, 
it would be disastrous to the electrical industry if 
everybody solid that way. The confidence of the public 
is at a low ebb right now and its destruction would 
follow, particularly if they could not get service. 

MR. WICKWIRE: In what way? Will you be more 
explicit for the benefit of the Commission, in what way 
is the confidence of the public at a low ebb? Tphat 
is what we are looking for. 

MR. F.R. CAVERS: I thoucht you answered that 
question very well yourself not too long ago when you 
said it would destroy your confidence in any product 


if you, say, bought an electric iron for $12.95 and 
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then found out to-morrow you HaunaaKe> it for $7.95. 

MR. WICKWIRE: No, I never said that. 

THE CHAIRMAN: It might destroy your confidence 
in your own business judgment. 

MR. F.R. CAVERS: If it is, destroying your con- 
fidence in yourself it is not enhancing your confidence 
in me as a dealer for hooking you that way. 

MR. WICKWIRE: It is not destroying my con- 
fidence in the product. 

MR. F.R. CAVERS: All right. We can come to 
the point when you want service. 

MR. WICKWIRE: I can readily see if I went to 


Wrny., = 


Youn tana yy OU laréccearariend or mine, andl sald, this 


is an iron you sold to me yesterday for so much and I 


see it advertised for $2 less", it would be embarrassing 


MR. F.R. CAVERS: Presume something coes wrong 
with it, which does happen sometimes. You take it 
into the place where you bought it, a discount house - 
I was going to say a cut-price house - and the operator 
says, "No, I am not servicing it, not for what I charged 


you. As a matter of fact, the manufacturer gives a 


(ep 


puarantee. Go down to Cavers down the street, he i 
a G.E. dealer. He is what they call a proficiency 
dealer." You go down the street to Cavers and he says, 
"I am not servicing it. I have not seen the bill of 
sale. Why should I service that for you when you 
bought it for less than I can buy it?" I say, "No, 

I am not goins to service it." How is your confidence 


now? 
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MR. WICKWIRE: I bought the article with no con- 
fidence, something goes wrong I am hooked. I would 
Say this: I still have an iron. I still have some 
money to go and have an electrician, or whoever is a 
competent person, look at it. All I am suggesting is: 
Is it not fair that the public should have the right 
to determine whether they want service or not? 

Mae an. CAVEROS (hk admat tvs A darricult 
question for me to answer. is,acinot fair? I do not 
know. if that is-the case, 1f,3% is.fair, then. it is 
pate) conor bread under manufacturer's costs. Is it 
fair for them to buy legal services and put the lawyers 
on relief? BSR CS AS hs GO a Aan 

MR. WICKWIRS: God forbid that that should happen. 

MR. F.R. CAVERS: Well, God forbid it should 
happen to us. That is what we are fighting for, we 
are fighting for a chance to make an honest living. 

if, by pretty shrewd trade practices, which your 
Commission admits are illegal under the Criminal Code - 
at least not to be desired - then, why should you stand 
up and ask me, "Is it fair that the public should be 
made to do thus and so?" The fact is, it is accepted 
as a predatory practice and not being in the best 
interests of the country.I belicve we will all agree 
on that. 

Th& CHAIRMAN: The question then arises: Is that, 
what Mr. Wickwire was askine you ebpout, a predatory 
practice? 

Mini RR. CAVERS: Well, 2G eertainiy is. 


THE CHAIRMAN: That is the question. 
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MR. WICKWIRE: I see, Mr. Cavers, in the St. 
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Catharines Standard of May 14, 19544, an ad 


headed, “Levin's Smash Prices". There is e whole lot 
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ms on the pace. there asa-an article nere, 
Bureka Cannister vacuum cleaner, regularly $99.50, now 


$79.50. You have indicated your cost es $66. You 


Z. 


say that article sold at $79.50 is a predatory trade 
practices? 

MR. F.R. CAVERS: I say it.is a loss leader. 
There could be a lot of debate in regard to that one 
item. LI am absolutely positive the firm advertising 
that, their costs are equally as high as ours, their 
costs of doing business. They cannot sell them. without 
losing money. 

MR. WICKWIRE: That is the difference between $66 
and $79.50 per cleaner? 

MRO LRG CAVERS<:" Yes. 

MR. WICKWIRE: On the other side there is an 
item, a General Electric Featherweight iron, regularly 
$12.95, now $8.75. You say your cost is $8.42? 

MR. FN. CAVERS: I put that down there. 

MR. WICKWIRE: You do not know what thelr cost is? 

MR. F.R. CAVERS: No, I do not kmow what their 


cost iss: but I would like to say, if I may, that it could 


be that they would get an extra 10% by some deal with 
some jobber. They might get an extra 10%. But, I would 
sey this, that I know they could not get any more than 
that, unless they own a jobbing outfit, and they do not. 
The discount to a jobber is only 15%. 


MR. WICKWIRE: Do you say that those two instances 
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are predatory price-cutting practices? 

Mie Ph USCAVERS sc Yes .e5 do. 

MR. WICKWIRE: In both instances? 

MR. F.R. CAVERS: Yes, in both instances. 

Would you hold those acs up so I can see who 
they ovelong to? 

MR. WICKWIRE: That is Levin's. 

MR. F.R. CAVERS: Would you mind going over? 

MR. WICKWIRE: The next one is Home Outfitting. 

Mi. F.R. CAVERS: Yes. And have you one from -- 
yes, their prices are somewhat similar. 

MR. WICKWIRE: A G.E. electric iron is $8.85, 
and you sey your costs are $8.42. G.E. polishers 
$42.95, and your laid-down cost is $35.43. GE. 
electric kettle, $8.85, your cost is $8.78 I think. 

Mogren. GAVERS: “Thatcte rien . 

Is there another ad there? You asked me when 
a thing is predatory. 


MR. WICKWIRE: G.E. swivel-top vacuum cleaner, 


& Company. 
MR. OF.R. CAVERS: That is right. 
If I may bring out a point. The A. Leon Company 
end Home Outfitting 


2 


are cenerally considered to be in 
@ price war petween themselves. Now, that may be a 
hard thing to prove. I cannot prove that there was 
a meeting with one of the manufacturers trying to fev 
them together so they would-~cut each other's throat, 
but its common knowledge in the trade. if that is 


not predatory, what is? If they are fightin= each 
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other what are they doing it for, to give the public 
better value or to cut each other's throat and put one 
or the other out of business? 

MR. WICKWIRE: Is the public buying things 
cheaper than they could before? 

Whe atarenverios | veg. Ley dérinitely are, 1f 
they have them on the shelves, and I cannot ,tell you 
that they have them consistently. We will assume 
they have them on hand and are buying them cheaper. 

THE CHAIRMAN: If it is a price war they propebly 
have them on the shelves. 

MR. F.R. CAVERS: We thought of putting them on 
at $66.60 and, then, being out of stock very shortly. 

MR. WICKWIRE: Does not it get down to this, 


Mr. Cavers: You will still have customers buying 
AY 


machines from you because they know you are an old 


CO 
} 


established firm, that you maintain service and so on, 
all the things you have told us about? 

Mi. 2 eit. CAVERS? “No. 

MR. WICKWIRE: In spite of this? 

Mi Bia. CAVERS ss NOs 

MR. WICKWIRE: Well, then -- 

MR. F.R. CAVERS: Not those items as a matter of 
PaGh. 

MR. WICKWIRE: Then, 13 not price a consideration 
to the consumer? 

MR. F.R. CAVERS: Certainly. 

MR. WICKWIRE: And not service? 

MR. F.R. CAVERS: I think price is a consideration 


of the consumer. 
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I will tell you one thins further: I wroi 
General Electric a letter complainine bitter] 
practice. When that orice war broke we wrote General 
Electric and told them that we do not believe it is 
business to sell appliances at below cost. We are 
taking them off our shelves, and we have taken them off 
our shelves. I think there will be a great many other 
dealers take products off their shelves. 

Did you answer my question? 

MR. WICKWIRE: What was your question? 

five Re CAVERS “Ll Vorger. 

MR. WICKWIRE: I have forgotten it, too. 

MR. F.R. CAVERS: You asked a question before of 


another sentleman here as to what constitutes a predator 


MAR. WICKWIRE: That is your complaint. 

MR. F.R. CAVERS: I say that constitutes it be- 
cause -- I asked you if in your opinion that does 
constitute, I believe that noe ne question. 

MR. WICKWIRE: My answer is that I cannot answer 
it because I do not know what his costs are. 

MR. F.R. CAVERS: What ahs Enat go. to-do with it, 
the public are setting the benefit of something. 

THE CHAIRMAN: The fact the public is gettin 
some benefit does not make it a predatory trade practice. 
You are not condoning thet. 

We would like to get from you what it is that 
makes those items forming part of thissale a predatory 


crade practice in your opinion? 


MR. F.R. CAVERS: Well, it tends to put me out of 
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pusiness, maybe to a small degree at the moment but 
the principle is there; and if a practice is such as 
to put competitors out of business, and with the intent 
of putting them out of business, I say it is a predatory 
trade practice. 

THE @HAIRMAN: If it is intended to put them 
out of business? 

MNe Penk. CAVERS: * “Yes. Here are two firms 


with a war on and if 1t puts me out it is the same 


THE CHAIRMAN: There is a difference between 
doing something with the intention of putting you out 
of business and offering goods at 2 price they think 
is satisfactory which might put you out of business. 
The first would be eae predatory trede practice but I 
doubt whether the other would be. If you cannot 
compete on the basis on which they can compete and do 
business, then I suppose you will have a difficult 
time. 

MR. F.R. CAVERS: I think as these things unfold 
in your hearings you will find possibly even that firm 
is paying es much as I am. 

THE CHAIRMAN: It is a question of intent. That 
is hard to find. 

MR. F.R. CAVERS: Why not leave it up to us to 
start a suit? if I think you have injured me in a 
eivil way can I not sue you and then let you prove it? 

THE CHATRMAN: If you think those are predatory 
practices for the purpose of putting you out of business 


you can lay an information. 
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MR. F.R. CAVERS: And why not just for the purpose 
of harming. You see, the law, I agree, as I understand 
it, it is laid the way you outline it. Why not give 


me the opportunity of defending myself by taking action 


@ 
5 
i 
i 


against firms of that nature? Would not that b: 

THE CHAIRMAN: You still have to prove the purpose, 
con't you? 

MR. WICKWIRE: Mr. Cavers, referring to this ad 
again of A. Leon Company Limited on Saturday, May 8th, 
1954, in which they advertise eae G.E. swivel-top vacuum 
cleaner for $78 which costs you $64.97. What is the 
suggested selling price? 


ry 


MR. F.R. CAVERS: $99.50. And sixty-four some- 


MR. WICKWIRE: Leonts now are selling it at $23.02 


the same as yours. 
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over the Jald-down price, 1: 
MoS CAVERNS: “S19, dsntt ab? 
MR. WICKWIRE: $13.02. 
MR. FR. CAVERS: Seventy-eight into thirteen 
would be what, about 18% on selling? 
MR. WICKWIRE: I am not very good at mathematics. 
MR. F.R. CAVERS: I am not so good either, but I 
would say it could be around 16 to 18%, which I contend 
is not their cost of doing business, and certainly not 
the average cost of the industry as I see it. I heppen 
to be reasonably active in the industry, along with other 
Gealers, and I mention that only for this reason: We have 
friends in the industry in different parts of the country 
with whom we compare statements. We work with them to 


get promotion ideas and all operate the same type of 
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business, give the same kind of service, and our cosvs 
of doing business are all within one or two percent. of 
each other. 

MR. WICKWIRE: One other thing. You suggested 
the formation of an impartial tribunal? 

Mi. FR. CAVERS: Yes. 

MR. WICKWIRE: Do you mean by that, impartial 
ecovernment tribunal? Whet are the components of the 
tribunal? 

MR. F.R. CAVERS: It should be -- I would be 
willing to accept a tribunal made up of representatives 
of the Retail Federation; or, to be quite honest with 
you, despite the fact that I have heard the Chairman 
comes from Manitoba, I would be willing to accept this 
type of tribunal as the euthority in the matter. 

THE CHAIRMAN: I assume you never lived in Manitoba. 

MR. fn. CAVERS: No, 1 was there. I tried to 
fight thebattle of the boys in the rural electrification 
program. 

MR. WICKWIRE: If it was a tribunal of retailers 
they could very easily stop the price-cutting; they could 
very easily form a combine in that manner. 

MR. F.R. CAVERS: I did not sey appliance retailers, 
I said Retail Federation of Canade. 

MR. WICKWIRE: Of all types? 

Mra PP... GCAVERG: Oh, yee. it could be made up 
of every type. I am-quite sure you are well acquainted 
with them. 

MR. WICKWIRE: Thank you. 


MR. F.R. CAVERS: Thank you. . 
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THE CHAIRMAN: Just for the record, there is one 
little question: On page 2 you referred to your profit 


as 4.63%. Is that on sales or on capital? 

MR. F.R. CAVERS: Oh, that is on sales. 

THE CHAIRMAN: Would you give us en idea of your 
net revurn on capital? 

MR. F.R. CAVERS: Well, I can. 

THE CHAIRMAN: Is it more or less? 

MR. F.R. CAVERS: Well, naturally, it is a lot 
more. 

THE CHAIRMAN: It depends on your sales being 
more in one year than your capital, and how much more? 
If your sales are several times the amount of your 
capital -- 

Mi FR. CAVERSG: Yes, they are, 

THE CHAIRMAN: -- this 4.6234 on sales makes a good 
return on capital. 

MR eGR. CAVERO: Yes, 15 dees. There is nothine 
wrong with the profit, if it stays that way. L am con- 
cerned with it going 5% the other way, which would be 
a 1% loss and would be quite disastrous. I brought a 


a * 


financial statement along and if you would like to see lt 


I would be glad to show it to you, without making the 
statement public. Woulc that ve satisfactory? 

THE CHAIRMAN: Yes. 4.63% on capital would not 
be too prosperous 2 position, but 4.62% on sales does 
produce a satisfactory picture so far as the capital 
picture is concerned? 

MR..F.R. CAVERS: Oh, yes. 


" 
v7 
: 


THE CHAIRMAN: Are there any other auestions eny 
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one would like to esk or any other statements? 

MR. F.R. CAVERS: The only thing I would like 
to say, Mr. Chairman, en behalf of my brother and our 
firm, I would like to express our appreciation for your 
kind indulgence to-day in hearing us. We weuld be very 
glad to be of any service we can in the future if it is 
of any help to you, and particularly we appreciate 
this opportunity ef being heard. 

THE CHAIRMAN: Thank you, Mr. Cavers. It is not 
something for which we are entitled to credit. It is 
our job. We are trying to do a jweb, which probably 
means @ good many people like aoe eises . do a goog 
deal ef work which you otherwise would not have to do. 
We appreciate your preparation and the thought that you 
have put on the matter. ~ Yeu are the peeple who are 
entitled to the credit, you are not being paid for this. 

MR. F.R. CAVERS: Well, not directly, anyway. 

THE CHAIRMAN: 10.00 otelock te-morrow morning. 
~--Whereupon the hearing adjourned at 5.15 otclock p.m. 


on Tuesday, 1st June, 1954, until 10.00 o'clock a.m., 
on Wednesday, 2nd June, 1954. 


















; a 
ry a io oq ‘ Pe os 
entf. Bluse vw it antiis ey 
] - az 
es I, ons. gaaitend % 































2 c ae a .< i Pace es ae can) A * i Ve i. ee , Rare it 
ie soy 20% noiveloerags +t WO avorate ‘Ot oath, owe mrt, 
ny = + PIN ' : tie, vt - é . 7 <r wy ; 

WA Yisv. sdf iuew oN mT pabitaed : if, gabAOF- 08 


nS 
: BON te. 


‘ sD. Sh Gs rou ae at miso ow votvice, ad te ad ao! 


ALY 1 ‘ 


v a ¢ 
hy 


i ; rt pa ” a “e Lieay 
; ‘staloevqgn- er vl aENOR THA Sats “aloe od qiod. Poe ee Me 


otras “peted as vbautgqn, git atten 
Wo en ak 2° (ees la bead une Se RTAND aunt > 


; A 5 | i A a + 5 a » dis > ai 
A at 32. . .ibero of belvitdnas ers ow t sacl Oy ‘yatilgen wa : 








| : i Hl i 
x ; ‘ i ey \ sen she. Powiecaivnls | . cs yl’ 
oh!" wt etedente dolce det & ah Ot mad itd ets ot. «do ot: ‘ato, 
( hh Ce SF ht , lint”, ? rah 
; sae ie | i j iG : Nod on i 
, < 5 + = ~~. : 
** S apes e ee 7 4 ; ey, 
o 6 opae ans b o . ar nee 7 HG bs ee t 
O03. 8 Ob sevlosnuoy axtt “oldoah zeem boos 5. mein oe he 
+e " aT i by t oN ‘ Pas ; ; Se 
es i Lin? =v ’ : 'y ar é 
: ‘ , e) Cede ens) cc es sof yy Soha tow . te. 4 390)» 
oh >a “ey sa Pie, set a rae Ww SE2W Tons WIV bMOAEI a eG! or i Te) 7 
ay ~ bie ie, i Seca ; ; ie e 
< i aro et 5 i 
ire. vA , Pe Malbenetay (kee ear ve ee A OT RIE 
; Ease Ainh) low ita | ay DP LEMMORALS RETO TS OUR MEL AE Shi eee: oe 1s cag a 7. uh 
‘ Lio “ seep g OOTY SLi ORS ACE 7 a aR A OS bape iat : oe tT. en e de i) eee 
i a ne F 4 i f ‘ 
z Bae ; r Ms 7 as 7 ' = 4) 
' : bt = a 
ee ‘Gao eee : ; ~ A - 
: ‘ * a “oF \ hy a af - iis deg " oven : 7 2 
be : . 
x 4 i [ 7 
4 ) { ie 
. , rg es 
i RU ae cade Ht Bin tak Bnew Ve le 
ethers, sid of bettisa ay 0 
= Fi : - > 
Wa j 1 : a i, - ‘yt by 
° rhe 2) ta ee | f V7 y i : ae 
SWS. as bs 0 SG eh) ten 
bi ‘ » iW { 7 
, ig’, t m7, = | a) 
o i yi peel eae 4 ca Te 
¢ wry ba 7 ¥ re : 
Sue Seal cr. 4 ropes in : Sak PR Soe 
<M METARO adn ped i; 
. : i hs Une : a1 : 
’ ; ‘ \ Ve a 
’ r w yey 
as ; f Ly : AD : 
oe ; : RN 7 ¢ 
‘ ¥ at ; a TAT ES (ae mh 4, - ay : - se at sc oe er yy M--- 76 - | 7 
“ty ao Mootata Be a & Hepryers ‘i wD B AGES + i raqis Tae = ‘ ts 
= oe ; ‘a hte Meri: > » rr ? : 
i ’ p e Pa ae °y af ye bq eur i? a ) > 
4 . , 3 Ls ' A sl ; elie es Ok: ~~" % Px. 4ve ih é WP 
- att t x 
- J P i SR, oat oy Poet) pe a a 
et JO, k et re ~ “abeanb o ie FED | _~ \’ + : 
: ii ep vil iW ‘ae Vas 
r or ? , vy : [uh gael hae 
H ‘ p san aon 
i a 4 ee 
ah heone 
) E ae ee ee 
) "4 
A 
. 
‘ 
‘ 
f 
M ; 
} i Sy 
Z SW - 











“RESTRICTIVE TRADE PRACTICES ‘COMMISSION 


LOSS (LEADER SEIS LING WH) tue 





TRANSCRIPT OF EVIDENCE 


AE uae 


TORONTO 


JUN 2 1954 





RESTRICTIVs TRADE FRACTIC“S CUlMISSION 


Hearing held (in public) in the Senate Chamber, University 
of Toronto, Wednesday, June 2nd, 1954. 


PRESENT 





RP eenOdes omit. OU. Make 5 blebs; De Gelic 

Chairman. 
Gov tevresy, O40, Boles LibsBa’y 

Member. 
A. 5. Whiteley, B.A., MA., 

Member 


APPEARANCES : 
Mr. N. W. Wiekwire, Q.C., ) 
and ) Counsel for the Commission 


Mr. Paul Gerin-Lajoie ) 


RiPRSEMTATIONG 


Page 

New Era Home Aprliances Limited 639 
Represented by: 
Mr. C. Lewis 

Waddell Sound and Redio Limited 695 
Represented by: 

Mr. Lye oe e i TladdeLl 
The Canadian Association of Radio-Television & Appliance Dealers TALE 
and 


The Ontario Association of Radio-Television & Appliance Dealers Inc. 
Represented by: 
W. Hodgins, 
Ee Fy Diack, 
R. C. G. Wij son. 


—~ 
@) 
2, 


Eddie Black Limited 
Represented by: 
Edward F. Black, President and Managing Director 
R.C.G., Wilson, LL.8., Counsel. 



















at oe come 


aS Pat 


‘ 7 Tivo) vs ee 
» on ons q rah 
Ary. aa a \ 


eT 


Ret 
‘cm 2 
iw a 


" 
2 A ‘ hs , 
<a' woe = ‘i ee’ ye A Ve Tee P| . . 
oe ac. 4 7 wie wi bs ho ‘ 5 7 at ‘ 
? 


v _ 
; Y. iy are hee 
ies ny she AY Was ‘ orn ; é Fi bv abe nr "Nb t ie ih . i 
wor ao ‘aie ae ie Paar i ; , re a et ‘mise | oar 
( Ran tae OY Ta Aes ae er ebog) Fi ie. hake @ i hae £ ep Wy 
eee ane WK ae doy Wir Ca a id Sune hare MY WA)», aes , 7 iy es ttt ie ’ 
4h \ . AP hie i, oily Malia Wa meet j DR Ay pe Si “ ek Bia a ae bien x a 
‘oA ‘ P i ; zs ' " j ‘ My . ; va | aE ig 


; fod me a ' ; ae a a: 4 : . ; viel er oo 1 bd he , ia i 

















ay F ; - Oe dir pe Sond ely f 4 wr 
7) ’ 8 ‘ ar f e 4 
7 A £ % 
| AE it ’ ie re 
« 1 - a | . 
; ea > hike r { ; 
i pi ' ; PS my Y a. ae A | 
M A nd \ . Ne Gn ey Ree ou ve ar 
ft ‘ RS OR. MG a erat Ay si tad 
P at yy ne : : ap A 
bia aye 4 
4 Pe ao <A ar At Ae pie Nee ‘ 
7 wr 12 : ‘ ' f 
. ' 
/ 
¢ : be 
mee) est 2 dee Sel Eee 
dhe Peht s eg vee : 
mTOR Se) oy ee” eR ee Uo Pekan ee fi 
i ; - i \ i oy » e ni ‘ty 
‘ r, “y j *. os 
+ ¥, 5 H Ce | : eet ed 2.45 Aered * “ -& 
‘ , G ' ad ne 
‘ 1 wl, ; Yul 4 es . 
vit ' r 7 a. ‘ Pag) ia ‘ a 4) Ve ey { ) fy 
(hose ir tana ; tN et ree Te te ny % rn Me ; ‘SNe 
¢ eed i , “ Rac! ley ‘ nli't i ; Ou) ye ' 
cob vie ¢ 
an ; a 
j 
rs \ 
i 
; 
1 \y ! * ap mene: 
‘ ‘ § ee eee 
; pyr are) . “+ ny 
F ates ( : 
he ' f 
; = 7 mat 
: 5 
‘ 
' 7 
ay “ 1 RO te nee imme ab bear ioe r we 
“a « 
; \ 1 . id 
* . 
7 i 
n - j y a 
A eye 
dy c* 
1 aes in 7 a | f Det 


i i , d : io ‘ wi as Me ~~ ‘ ; (2, a. 
ra) ‘ ie igh hv eg | th UA sent EA 


sodgrabeiyens ‘ 
Hf ri Fiver ~\) 
wad me Pie! ih A 









Bag ed aay 


EL Yi 
ie a "abies bi ican 


TORONTO, WEDNESDAY, JUNE end, 1954 


Delegation from: NEW ERA HOME APPLIANCES LIMITED 
Represented by: Mr. C. Lewis 


---The hearing commenced at 10.00 a.m. 

THE CHAIRMAN: The hearing will come to order, 
gentlemen. This morning I believe the first repre- 
sentative to speak will be the representative of 
New Era Appliances, Mr. Lewis. Do you desire to 
make a statement to us? I notice you nave no brief 
filed. Did you desire to make a statement or to 
answer questions? 

MR. LEWIS: I would rather you ask me anything 
you Wish, sir. 

THE CHAIRMAN: Rignt. Mr. wickwire? 

MR. wWICKWIRE: You represent New Era Home 
Appliances Limited? 

MR. bEWLSs, Mes sat. 

MR. WLICKWIRE: Are you an officer in that 
company? 

MR. LEWIS: Yes sir. 

MR. WICKWIRE: What, president? 

MR, LEWIS: Yes sir. 

MR. WICKWIRE: And are you the manager, manag- 
ing director as well? 

MR. LEWIS: Yes sir. 

MR. WICKWIRE: what is the nature of your 
business * 

MR. LEWIS: well, we are retailers of elec- 


trical appliances. 
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MR. wiCKWIRE: And you nave an outlet situated 
wnere? 

MR. LeWIS: 2896, 2900, 2902 Danfortn Avenue. 

MR. wiICKWLRE: in Toronto? 

MR. LEWIS: Yes sir. 

MR. WICKWIRE: When did you go into that 
ousiness, Mr. Lewis? 

MR. LeWIS: Eignt and a half years ago, rignt 
after the war. 

Mk, wiCKwIRE: Did you estavlish the business 
at your present location? 

MR. LEWIS: No sir. we started at 2120 
queen Street East. 

MR. wIlCKwIRE: And when you say "we started", 
will you just tell us something avout the establisn- 
ment of your business? 

MR, Lewis: Well, I started the business at 
e120 queen Street East, tne same lines as we carry 
rignt now. 

MR. wiCKwIRE: And anyoody associated witn 
you? 

MR, LEwIS: Partners? 

MR. wiCKwIRe: Yes, at that time? 

MR. LEWIS: No, sir, by myself. 

MR. wiCKWIRE: And did you start from the 
oe inning under the name of New Era Home Appliances 
Limited? 

MRocLEWIS: Yes sir. 

Mr. wickwire: How many employees did you 


have at tne time? 
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MR. LEWIS: One, started out with one employee. 

MR, wlCKwIRE: besides yourself? 

MR. LEWIS: Yes sir. 

MR. WICKwIns: Did you have any warehouse 
facilities at that time? 

MR. LEWIS: No sir, there wasn't any need. 
We could not get enough merchandise to fill our orders. 
we just used to take orders and people would wait 
anywhere from 4+ to 8 months for a product, for a 
refrigerator, range or washer, so there was no need 
for any warehousing facilities at the time. 

MR. wWICKwIilkEk: How many employees have you 
today * 

MR. LEwIiS: 45 permanent and 6 extras. 6 
spare-time. 

MR, WICKWIRE: Tne extras do spare-time? 

MR. LEWIS; Yes sir. 

MR. wiCKwIRE: Are tney selling force or 
servicing? 

MR. LEwIS: Selling, those & are selling. 

MR. wiCKwiR#; Any warenouse facilities today? 

MR. LEWIS: Yes sir. 

MR. wICKWIRE: would you just descrive wnat 
they are? 

MR. LEWIS: Well, we carry on the average 
of about 4,000 products consisting of refrigerators 
mostly; the next biggest item is rignt now tele- 
vision, tne next oiggest item’ is ranges ana then 
wasners. 


MR. FAVREAU: Are you speaking of your actual 
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stock on hand? 

MR, LEWIS: Actual stock on hand, sir. 

MR, FAVREAU: Or number of different types 
of items that you carry? 

MR. LEWIS: Right now it woula oe about 4,000 
items. 

MR. WICKWIRE: Not 4,000 different items, 
but you have 4,000 articles? 

MR. LEwIS: Articles. 

MR. FAVREAU: Units? 

MR, LEWIS: Yes sir. 

QuE CHAIRMAN: Not 4,000 kinds of articles? 

MR. LEWIS: Oh, no. 

MR. FAVREAU: Not 4,000 products, that is what 
I mean. 

MR. LEWIS: Oh, no. 

MR. WICKWIRE: Are you in the so-called small 
appliance business as well? 

MR. LEWIS: Ina very small way. 

MR. WICKwIRE: And what is the nature of 
tne small appliances? 

MR. LEWIS: well, we carry toasters, irons, 
Mix-masters, kettles and small radios. By small 
radios I mean mantel radios, mantels and portables. 

MR. WICKWIRE: Taole models as well? 

MR. LEWIS: No, we do not carry any table 
models at all. 

MR. wICKwIRE: Just the really small ones? 

MR. LEWIS: Very small. 


MR. WICKWIRE: Mantel and bed-side radios? 
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MR..LEWIS: That is rignt. 

MR. WICKWIRE: will you tell the Commission, 
Mr. Lewis, whetner or not these appliances, poth 
of the larger nature sucn as refrigerators and 
television sets and the smaller types that you have 
mentioned, are branded nationally advertised makes 
or do you carry otner maxes as well? 

MR. LEWIS: Practically all mine are nation- 
ally known makes. 

MR. WICKWIRE: what about your buying policy, 
Mr. Lewis, would you tell us something about that? 

MR. LEWIS: well, we try to buy large amounts 
of merchandise at the cheapest possible price. In 
fact, I will give you an example. We ouy right 
now out of season television, which is a drug on 
the market now, and we are buying them up now and 
going to carry them until the Fall when we feel that 
we will make some money out of it. 

MR. wiCKWIRE: Has there been any change 
in the development of appliance selling within 
the last, since you have been in business? 

MR. LEwIS: Oh, definitely. Competition 
is very keen. 

MR, WICKwIRE: will you describe wnat those 
changes have veen? 

MR. LEWIS: Well, the first four years prac- 
tically we were just order takers, we did not 
have to sell at all. People came in and practi- 
cally got on their hands and knees to get 


delivery of an item. 
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Around 1950 it tougnened up a little bit. 
we had to do a little selling. Gradually we had 
to do a little more and right now it is rough. The 
customers shop. we nave made a survey of our own 
customers who come in and ask us, say, every fifth 
or tenth customer: "Hew many stores have you oeen 


to, Mrs. smith or Mrs. Jones?" "Oh, twelve stores, 
and we are not ready to buy yet. want to get tne 
best deal we can". So we give them our price and 
many times they walk out, we cannot sell them. 
TUM arousn. 

MR. wiCKwIRE: That is because they are 
shopping for tneir article? 

MR. LEWIS: That is rignt. Competition is 
very keen right now. if they come into the first 
store you have no chance of selling at all, even 
if you chop tne price down below cost. 

MR. WICKWIRE: To use your description of 
it, right now you say it is rough? 

Mn, LEwIs: Yes sir: 

MR, WiCKWIRE: And that is your explanation 
for it, tnat the snoppers are keen. Is tnere 
any other explanation? 

MR. LEWIS: That is about all I can say, 
that it is rough because customers shop, and 
that is about all I can explain. 

THE CHAIRMAN: ‘There is no lack of 
customers, there is not a reduction in the number 
of customers? 


MR. LEwIS: On, there is, yes sir, there 
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is a reduction. Aiter all tnere is a saturation 
point somewhere along tne line. Right now people 
come in and they have a refrigerator 5 or 6 years 
Old which is good for another 10 years and if they 
can drive a hard bargain tney will trade it. but 
it has got to oe mightyhard. 

THE CHAIRMAN: wnat I am getting at, if 
there is a reduction in the number of availaole 
customers as compared with, say, last year or the 
year vefore? Is that part of what you mean wnen 
you say tne situation is rough? 

MR. LEWIS: Oh, yes. There are less customers, 
certainly. 

MR. WICKWIRE; You say there are less 
customers today. what do you say about the articles 
offered for sale? Are there more or less of those? 

MR. LEWIS: well, there is more, I would 
say, there are more articles offered for. sale right 
now. 

MR. WICKwWIRE: In your opinion, Mr. Lewis, 
are there too many? 

MR. LEWIS: Too many dealers? 

MR. wICKWIRE: No. 

MR. LEWIS: Or articies? 

MR. WICKWIRE: Too many articles or units. 

MR. LEWIS: Yes, there are, there are 
too many articles. For instance, refrigerators, 
awfully difficult for makers of refrigerators 
People are confused. s#verytning right along the 


line, television, too many altogetner. 
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MR, WICKWIRE: You say people are confused. 
will you just explain what you mean? 

MR. LEWiS: Well, tney are daqunping different 
makes. Wow, we nandle acout 5 makes of refrigera- 
tors. Tney will come in and look at 5 of ours and 
go to another outlet and look at 4 or 5 or 6 of 
theirs. By the time tney get tnrougn they look at 
20 or 25 different maxes of refrigerators. 

avery salesman has a different story natur- 
ally trying to sell them. He voosts whatever 
the salesman is selling, and the public are con- 
fused. Just imagine anyone going out and looking 
at 25 refrigerators, 25 different makes and every 
one is the vest refrigerator naturally, that is, 
the salesman makes out a story as the oest. 

MR. WICKwIR#: Now, you nave mentioned pre- 
viously tnat you buy in large volume? 

MR. EW Lote « Yess 82%, 

MR. WICKWIRE: And what avout your selling 
policy? 

MR. LEWIS: Well, we advertise, you may 
call it aggressive in the advertising; try and 
give the puolic the vest possible price we can to 
get them in. 

MR. wWICKWIRE: To get them in, you say? 

MR. LEWIs: To get them in and sell 
them. 

MR, WICKWIRE: I was going to ask you: 

You advertise prices on tnese well-known articles? 


MR. LEWIS: Yes sir. 
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MR. WICKWIRE: And you get the public in 
your store as a result of the advertising? 

MR. LEWis:” Yes sir, 

MR. wiCKwlLRE: Do you have the articles to 
sell tnem that you have advertised? 

MR. LEWiS:” “Yes sir, we have 

MR. WLCKWIRE: And are those tne articles 
that are sold to the public when they come in as 
a result of the advertisement? 

Mh. wows Les Bir 

Minty WICKWIRE: Is it your policy to try 
and sell them sometning else when you get them in? 

MR. LEWIS: Oh, yes, it is. 

MR, FAVREAU: sSometning different from 
wnat you nad aavertised or something over and above 
what is advertised? 5 

MR. LEwIS: Well, we would advertise a 
$249.00 refrigerator and certainly we will try to sell 
them a $299.00 if possible, out we have the 
pc4+9.00 deal and we nave that now. we just ask 
the customer: "What do you think of this one, 
$50.00 more?" 

THE CHAIRMAN: If you advertise one at 
pe49.00, the prospective customer comes in and 
you say you try to sell him a 299.00 one. Do 
you mean you would try to steer him away from tne 
$249.00? 

MR. LEWIS: No, we don't. You would 
antagonize them, when tne customer comes in we 


show him the $249.00. "Now, there it is. That is 
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the one we advertise at $249.00. we nave them." 
And they look around. We just asx them in a 
nice way: "wnat do you tnink of tnis?", and show 
them, "$49.00 or $50.00 more". just ask them to 
pass an opinion, which is the general rule in 
every store. We show them the article when they 
come in at first and then we ask tnem in a nice 
way, just strictly sales talk. 

MR. WHITELEY: Are you offering the same 
value per dollar? 

MR, LeaWES: In proportion, yes. 

THE CHAIRMAN: They are all priced with 
aoout tne same mark-up or percentage to you? 

MR. LEwlS: Priced the same mark-up. we 
work at one mark-up rignt through. 

MR. wiCKwIRE: what is the mark-up? 

MR. LEWIS: Our mark-up usually, right now 
it is very low, I would say right now it is about 
PS sec 1 (Se above cost. 

THE CHAIRMAN; 15% on tne cost? 

MR. LEWIS: On cost. 

THE CHAIRMAN: Not 15% of selling price? 

MRS. LEWIS: No, sir, on cost: 

MR. wiCKWIRE: On cost to you? 

MR. LEWIS: Yes sir, pecause we are taking the 
lowest mark-up we have ever taken right now on 
account of competition. 

MR. WICKWIRE; Tnat is at your lowest 
period you say now? 


MER. LEWIS: That-is right: 
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MR, WICKwWIRE: What has been your -- 

MR. LEWIS: Avout 20. 

MR. WLCKWIRE: How does that 20% mark-up com- 
pare with the suggested selling prices of the 
articles you have? 

MR. LewIS: well, much lower of course. 

The suggested selling price would be closer to, 
with some makers it would range anywhere from 
33° 1/3eb0 455)mp: to50%. 

MR, WHITELEY: On cost? 

MR. LEWIS: On cost, that is the suggested 
bist wri ce:; 

MR. wilCKwIRi; Now, would you care to give 
the Commission any idea of tne volume of ousiness 
that you do? 

MR. LEWIS: In tne past year we did actually 
$4,333,000.00 from May Ist, 1953 to May lst, 1954. 

THE CHAIRMAN: That is your total 
sales? 

MR. LEWLS: That was our gross, yes sir. 

MR. wICKWIRE: Now, Mr. Lewis, wnat in 
your opinion is tne effect of the reduction in 
price, price-cutting if you will, on these branded 
nationally advertised articles or appliances which 
you sell? 

MR. LEWIS: what is tnat, sir’ 

MR. wICKWIRE: What is the effect to the 
public on the reputation of tnese nationally 
advertised appliances? 


MR wcLERWIS:,... cannet.get that, sir.) What 
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is tne effect on the puolic? 

MR. WICKWIRE: Well, does it lower tne esteem 
of the puolic in tnis appliance because the price 
has been, because they can duy tnem at a reduced 
price? 

MR. LEWIS: Sometimes, yes, only on certain 
articles’. 

MR. wICKWIRE: would you explain? 

MR. LEWIS: Yes, we have had in our own 
actual experience, once for instance -- I don't 
know if there are any G.E. men here out I will 
zive tne answer -- wnen we are lower, tco low, 
the puolic sometimes will ask: "Now, what is 
wrong with it?” 


THE CHALRMAN: You mean you do lower them 


too low? 
MR. LEWIS: Too low, yes. "what is wrong 
with it?" We nave had occasions. I will tell you 


wnat we have got just lately. I will give you a 
concrete case. General Electric floor polisners 
(I don't know if there is anyone here from G.E.) 
and actually it was a battle between one or two 
of us, volume stores or cut-rate stores, wnatever 
you want. One fellow took a pass at me and I 
went right back at him and touk another one at 
him, and tne consequence was that the puvlic 

got General Electric ‘floor polishers avout $2.50 
below tne actual cost. They would get that 
polisner and would open up tne box rignt there 


in the store and look in it and ask you: "It is 
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not a second, is it?" 


Only in certain cases though, 
not too many. 

THE CHAIRMAN: They are smart purcnasers, 
is that it? 

MR. LEWIS: That is right. 

MR. wWICKWIRE: Are those tne people you say 
would complain about tne value of the product, the 
polisher? 

MR. LEwIS: They complain? 

MR. WICKWIRE: Yes. 

MR. LEWIS: oh, no, they would not complain. 

MR. wiCKWIRE: well, it has been suggested, 
Mr. Lewis, that because price is cut on a national- 
ly known branded article, a nationally advertised 
article -- 

MR, LEWIS: Yes? 

MR. WICKWIRE:; -- that the public do not 
think that that.article is of value. 

MR. LEWIS: The puolic knows they are get- 
ting a bargain, they do know value, tney know it 
and tney get a bargain, 

MR. wlCKwWIRE: How do tney know tne value? 

MR. LEWIS: All they have to do is compare 
our price. . For instance, we sell G.E. floor pol- 
Pehers, Say, @b.$32.95 or 633-75, and a lot of the 
stores have them at much higher price, say $39.95 
or $43.00. Tne suggested list price is supposed 
to be $54.50. 

MR. WICKWIRE: That is the suggested list 


price? 
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MR. LEWIS: Yes. Now we sell them every day 
at $37.75 is our everyday selling price. When we 
run a large ad, 100 floor polishers at $32.95. 

MR. WICKWIRE: wnat does that floor polisner 
cost you? 

MR. LEWIS: You are putting me on tne spot 
now, Sir, because you see, I will say with tne 
average dealer it costs $35.40, put I do get tnem 
for less buying them in large quantities. In 
case tnere is a G.E, man here and tney know my 
source of supply -- I don't want to cut off my 
source of supply. 

MR. wiCKwIR#:; In how many cases have you 
sold them below your laid down cost? 

MR. LEWIS: Oh, not very often. I just 
picked on that one item, floor polisher. I will say, 
lately, even at $32.95 I am not losing money. 

MR. WICKWIRE: You are not? 

MR, Lewis: No, I am not losing actually 
because I buy them in very large quantities. 

MR. WICKWIRE: Now, on those occasions 
when you do sell a G.E. polisher, you say, at below 
your laid down cost, what is the effect of that on 
the number of those polishers you have in your 
shop? 

MR. LEWIS: what is the effect? 

MR. wICKWIRE: Do they go fairly quickly? 

MR. LewIS: Oh, yes, very quickly. we have 
had 100 polishers and tne Star will come out at 


12.30 or reaches u at 12.30. By 4.00 o'clock we 
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have sold 100 polishers in the afternoon, 

MR. WICKWIRE: what is tne effect on the 
other merchandise in your store of those occasions? 

MR. LEWIS: Very good. People come in, look 
around, shop around. That is wnat we want, traffic. 

MR. WICKWIRE: And that is the purpose for 
selling the lot of G.#. polishers at below -- 

MR, LEWIS: es sir. 

MR, WICKWIRE: Below cost. 

MR. LEWIS: Yes sir. 

THE CHAIRMAN: Mr. Lewis, I just want to be 
quite clear. I thought you said that even at 
that $32.95 or wnatever it was, that you were not 
actually selling pvelow cost? 

MA. LEWIS: Well, no, 2L am not, 

THE CHAIRMAN: Well, does that alter the 
statement you made earlier tnat you sometimes sell 
below your laid down cost? 

MR. LEWIS: Certain.items, yes. Here is 
the reason for that. Now I have two or three 
sources of supply on floor polishers, and some dis- 
tributors will give me a setter deal than others. 
some of them I will buy a couple of gross of floor 
polishers at.jast about the price set, 332.95, 
poe.50,° p32e.(0; and - run short and this particu- 
lar distributor whom I buy from nas not any and 
I will have to go to another distributor and pay 
them $34.50. 

TH@ CHAIRMAN: Does tnat mean that it is 


pretty unusual even with regard to floor polishers 
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tnat you actually sell vselow your laid down cost? 

MR, LEWIS: No, we don't sell below, actually 
below cost. We see the average is up all right. 

THe CHALTRMAN: On the average you make a 
little on laid down cost? 

MR. LEWIS: Yes, we do. 

THE CHALHMAN: Occasionally some are sold 
below laid down cost but that is rather unusual, 
is, that ag? 

MR. LEwIis: That ts right : 

MR. wiCKwIRke: Do you know of any instances 
where your customer has pveen misled by reason of 
your sales policy which you have described? 

Mi. LEWIS: Our own particular sales 
pole y? 

MR. WICKwWIRE: Yes. 

MR. LEWIS: 1 don't think we mislead custo- 
mers. If you start misleading customers the Star 
will not take your ad any more. No, I won't say 
that, I don't want to in case anyone is here from 
the Star, but the Star have to protect thelmmeaders. 

MR. wWICKwIRe: And in what way; do tney 
protect their reaaers? 

MR. LeWIS: well, when we advertise some- 
thing we haven't pot, we will advertise an article, 
a non-existent article, or false cut of an article, 


"Now here is so-and-so", a customer will come 


down to our store and say: ‘I have the picture 
here. where is that wasner you advertise for 
$109.00?" "well, tney are all sold out", give 
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him some cock and bull story tnat does. not exist. 
That customer in many instances will call up the 
Star: "Now, look, I nave veen reading your Star 
and I pelieve it is a truthful paper", and so on. 
The star calls up: ‘what is the idea of this ad- 
vertisement?" 

THE CHAIRMAN: Wr. Lewis, are you stating 
tnat tnis is wnat has happened or -- 

MR. LEWIS: Yes, it has happened. 

MR. WICKWIRE; well, has it happened to 
you? 

MR. LEWIS: No, sir, I have never been -- 
no, never. 

MR. wiCKwIRE: Then you say these people 
will call up tne newspaper and say: "we went to 
So-and-so0's store and he did not have the article 
advertised". Then wnat nappens after that? 

MR. LEWIS: The Star will call us up and 
ask us: "Did you have tnat article that you adver- 
tised yesterday?" Naturally you will lie to them: 
"Yes, sure", "Now, here is a complaint we have. 


This customer travelled 2O miles and said you did 


not have them." ‘well, I guess we would nave sold 
them out." "have you the invoices to prove you 
sold tnem? Well, you are stuck because every 


store must have an invoice regardless of the 
size offthevuerticle, af 26etstare)s00 or va 
$500.00 article. 

THE CHALRMAN: And these instances nave 


happened? 
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MR. LEWIS: Oh, yes, they have happened, 
yes, they have happenea. 

THE CHAIRMAN: with you? 

MR. LEWLS:.. Not with me, no sir, 

THE CHAIRMAN: Tnen what we want to get at, 
you are telling us what you say tne Star would do 
in the event of that kind. If it has not happened 
to you, how do you know tnat it nas happened? 

MR. LEWIS: I know because the Star 
will ask us when we advertise an item: "How many 
of those have you got?” 

MR, wiCKwIRE: Do you tell them? 

MR. LEWIS: Yes, we tell them. If they only 
nave 4 or 5 of tnat article they will ask you to 
puclin 14 or, 5: ionly”. just .not to .misiead the 
Dubie. 

THE CHAIRMAN: IL am not quite sure what your 
previous remarks meant. What does that mean, tinat 
on some occasions tne store would call you up and 
tell you they had a complaint from somebody who 
said they had read your ad and gone into the store 
and it nad none of them’? 

Win. LEWlS5: That is Yignt. 

THE CHAIRMAN: but you admitted you had no 
knowledge of ever being called yourself on 
these advertisements? 

MR, LEWIS: They have never called us on 
that, but I know they have otner dealers, 

MR, wWICKwLRE: When you say the newspaper 


'" 


would call "us" up you are talking about other 
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people who run outlets where appliances are re- 
duced, cut? 

Mn, Lewis: hav ie Tights: 

MR. WHITELEY: Excuse me, ovut the newspaper 
nas cnecked vefore your ad has actually gone out? 

MR. LEWIS: Yes sir, they have checked with 
me. Just recently I advertised an Easy Drier 
and they called me up. "How many of them nave 
you got?" Well, I had 17 driers and why they 
Gidn't believe me I don't know. 1 believe someone, 
a competitor, said: "well, he has not got any 
of those driers”. So tne Star sent down a man 
and I took him down to the warehouse to check and 
i nad Ly Basy Blectric Driers. That happened 
quite recently, a couple of months ago. 

MR. WICKWIRE: What happens, Mr. Lewis, in 
caseS where the newspapers discover that an adver- 
tiser did not have the articles or only had one -- 
it was, to use the accepted pnrase, a "nailed 
down' article. 

MR. LEWIS: Yes sir. 

MR. wIiCKWIRE: what happens in those in- 
stances? 

MR. LEWIS: well, I believe the Star will 
tell you you cannot lie to tne public and tney 
will tell you not to advertise if you have one 
article. It is false advertising because you 
bring a lot of people in from Metropolitan Toronto 
and they travel-10 or 2O miles to you and you 


haven't got it, we just had the one or said ‘one 
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MR. wWICKWIRE: Do you Know of any cases of 
suspension oy the newspapers from furtner adver- 
tGising.until they correct that«sort,of thing? 

My LHWISs oL dog «84Ps I would not care 
to mention -- the Star did just recently. In Tract 
there is one under suspension right now. 

MR, WLICKWIRE: Now, when you sell these 
articles at reduced price or cut price, would you 
tell us aoout your service policy on that article 
to the customer? 

MR. LEWIS: Most of these articles, the 
service is carried oy tne manufacturer so regard- 
less of tne price the consumer buys it for they 
get the same service, it does not alter the service 
policy at all. 

MR. WLICKwWIRE: Do you sell any service 


with any of the appliances tnat gv out of your 


Store? 

MR. LEWIS: Do we sell service? 

MR. WLCKWIRE: Yes. 

MR. LitwisS;: Charge extra for service you 
mean’ 

MR. WICKwIRE: well, do you maintain 
service: 

MR. LEWIS: On, yes. 

MR. wICKwIRE: Have you a service depart- 
ment? 


MR. LEwIS: Tnat is right, we have service. 


Mx. WICKwihe: And if a customer asks you 
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for service on an appliance, will you descrive 
just wnat taxes place? 

MR; LEWIS: Well, we just service the article 
if he asxs us for service. Certain manufacturers 
do not carry their own service. for instance, 
Moffat Ranges, every dealer carries tneir own, 
so we just give tnem service. 

MR. wICKwIRi: Does he vet that service 
at the same cost? 

MA. LEWIS: “Yes sir. when an article is 
sold, appliance is sold, that includes service. 

i nave never heard of a case wnere a dealer will 
charge extra for service, except in television, 
whicn is a general rule. When a television set is 
Sold there is always an additional charge for ser- 
vice. 


MR. wiCKwIRE: For servicing the television 


MR. LEwIS: Right, out not on a range, tnat 
is automatic. 

MR. wlCKwIRE: wnat would pe the additional 
charge and for what period of service would the 
customer pe provided? 

MR. LEWIS: On television, yes, I will give 
you our own case. we give a customer a choice of 
pLO.OO For the First 30 days, $20.00 for three 
months. 

MR. FAVnEAU: Does ne have the choice not 
CO take LG? 


MR. LEWIS: No, in fact avout 50% of our 
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own now do not buy service at all. we look after 
our own set because we guarantee the television 
to pve in working condition when it gets to the 
nome and there it is. 

MR. FAVREAU: You guarantee it to the nome? 

Mi, LEWIS.) Yes. sir. 

MR. wlCKwLRE: Supposing under your guarantee 
I buy a set from you av’ your lowest price? 

MR, LEWis: Yes sir. 

MR. WICKWIRE: I don't pay for service but 
I accept your guarantee tnat tnat set is in 
perfect condition when it arrives at my home. 

MR -LEWios  Sves sir. 

MR. WICKwIRE: The set is delivered, you 
make tne delivery. 

MALO LEWLS22 ) Yes sir, 

MR. wlCKwlRE: And I find that I am not 
mechanically minded or electrically minded and 
there is something that is not working right. what 
happens? 

MR. LEWIS: We give you one courtesy call, 
one free courtesy call, but usually tne salesman 
that sells you -- 

MR. FAVREAU: You say tnat you guarantee 
that article will oe in workable or workin, cone 
dition when it gets to the house? 

MR, CBEWES*s  -Thatvisertere. 

MR. FAVREAU: I guppose if you have sup- 
plied one service call and the appliance does 


not work after that call you fulfil your guarantee 
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there? 

MR, LEWIS: well, the parts, the service 
and the warranty are different. Most sets nave a 
one-year warranty for all parts, but if tney buy 
it without service we give them one call free, 
that is a courtesy call, and after that we charge 
them $4.75 for a call. 

MR. wWICKwIRE: Per call? 

MR. LEWIS: “Per call. 

THE CHALRMAN: On the courtesy call would 
you set the machine up? 

MR. LEWIS: No, tne drivers set it up. 

THE CHAIRMAN: That is done by your 
operators? 

MR. “LEWIS: Right, and then afterwards if 
they cannot operate it properly, we send out a 
service man, one call free. 

THE CHAIRMAN; who instructs tnem how to 
operate it? 

ME, Lewis: That is right, 

MR. wilCKWIRE: wnat happens, Mr. Lewis, in 
the case of a customer,in spite of tne guarantee, 
the driver nas set it up and tnere has been one 
courtesy call made and he is still dissatisfied 
with tne machine? 

MR. LawIS: we give nim an option of ex- 
changing the set or giving them their money back, 
give nim the option of exchanging it on another 
set or give him his money hack. 


THE CHAIRMAN: I suppose when the ariver 
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sets it up, if ne finds it does not Se properly 
ne orings it vack? 

MR. LEWIS: No, sir. .He calls me from .the 
house. He says: "we have set the set up there 
and there is sometning wrong, it does not work", 
So we send up the service man with one free cour- 
tesy call immediately. 


MR. wlCKwlR#: How many service men nave 


MR. LEWIS: On television? 

MR. wiICKwIRE: Yes. 

MR, LEWIS: Right now, 5. It is our,.slowest 
season right now - 6 men, pardon me, 5 outside 
men and 1 bencn man. 

MR. PAVR#AU: On your $10.00 -- 30-day ser- 
Vace policy,.do.you limit,the number of your calis? 

MR. Li#wiS: No, unlimited. 

THR CHAIRMAN; whatever the situation calls 
Lor? 

Vis. BEWLS.S oe RLShb, SiLePy bub Li.we aun into 
grief with a set we very seldom do. We just pull 
the set out and excnange it for another one. If 
the customer gets too many calls there is some- 
thing wrong with the set, and often there is. 

MR. wiCKwIRE: Do you Know whether or not 
there are some dealers selling television sets 
witnout maintaining any service staff? 

MR. Liwls: I oelieve there are smaller 
dealers whv have not any service, but tney nand 


tnat service over to a service company. There 
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are quite a numver of them in Toronto. 

MR. wiICKWIRE: Service companies? 

Mis EBWiS: chieghbtieisizn; iyou.cam sell your 
service to them, or the individual can ouy one. 
Toney will buy tne set from us without service 
and tney will ouy service from this service com- 
pany. 

THE CHAIRMAN: You mean the dealer will make 
the contract with tne service company under which 
service arrangements will be made by the dealer? 

MR eI LEWIS: seThati2as rient, 

THE CHALRMAN: Whicn are carried out by 
the service company? 

MAS LEWES PlLvvhat<is rrignts 

MR. wlCKwIRE: Does a customer in your store 
wishing to purchase a television set get the op- 
tion of buying a set with or witnout service? 

MR. LEWIS: They have the option of ouying 
with or witnout. In fact right now, just recently 
about 50% of our sets are sold without service 
at all. They do not want the service. 

THE CHALKMAN: They are satisfied to take 
a-cnance? 

MR. LEWIS: They are satisfied to take a 
chance and it works out very well too. Most 
people or their neighbours have had a little 
experience. Tnere is not mucn wrong witn the 
sets. Neignoours or friends or relatives, tnere 
is always somevody who knows sometning aoout 
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MR. WICKWIRE: Mr. Lewis, it has been sug- 
gested that the vest metnod of selling appliances 
is what is termed creative selling, that is by 
demonstrations and maintaining a big sales force 
and so on. what do you say aoout tnat? 

MR. LEWIS: Creative selling, to my personal 
opinion, I do not think it works out. You cannot 
just create a sale. People must want an article 
pefore tney come in. If they come in for a certain 
thing tnat is what they are going to buy and you 
are not going to sell them anything else. If they 
come in for a refrigerator you are not going to 
sell tnem a range with it. Is tnat wnat you are 
getting at, ereative, - create another sale? 

MR. WICKWIRG: I will put it this way. 
wnat in your opinion sells more appliances, the 
lowering of prices or creative selling by demon- 
stration and getting interest created in a pur- 
chaser's mind so that he wants that article? 

MR. LEWIS: Definitely tne lower prices 
sell. You can talk till Doomsday put if the price 
16 not right -syou cannot sell the®articlie., alt 
is avsolutely lower prices right now and have been 
all along. 

MR. wiCKwIRE: Ever since you nave veen 
in ousiness? 

MRA LEWISseYesasirs 

MR. wlCKwWIRE: I take it you went into 
business in 1946 or 1947% 


Mr. LEWIS: March, 1946. 




























eee canis Naa “oP peas 
| conan > a 


Lyi Sane Rae, 8a sean seca ‘ages ‘na 
fancarsiy ya od witha ets baer HEINE Roy RN: 
ett oe wOY¥ die wore w ‘Ba waias bert § ob he fo kato 7 7 
efoticve is snew Twijat eigoas voles & 2t88T0 Faust 
ALOTESD “25h of ems" yocis ss git Smog Bods ero'tsa 
RON, eh el ad ynlog sis Yetta’ tmet eb tang: antag 7 a 
vane 2) Sele. Be o eae wade Sige Cd, aitog Jot O18 
uit stig Suit 948 Woy tH Sineg torte 8 Tot nd anos 
eS Woy Jew Seas et oe phate egos 8 nevis tei a 
Telse satwoga SJae%s - epitaond its antagey | 
UAW BLigesl sug Lfby' st SATNNOTY fi 
Gnd) -C8LNRLiggs Svom alga Sa NOT nh Savi 
Home) yay aaubhtse ev! tenes Uy iso tsa to grieve! 
IG 8.0 Becton FeRISink yMLIIom . bas COLI Bs s, | 
jelshrye tA aOied ou Pent cer hata. BP Selartcy be 
amodoey sicnal Se glegtintion’ ’ ‘eta sikh 
Go lag ay Re ue  yabunot, pine ad eit inbo: uy ¥ . fie 
a > ae Sareea eat sion Tuhyiao word, eames on al 
ieou te Perec vod Ese bianniiots besarte wisyutouga | ‘et 
jth a gitole: its 
+ AGSS OVER LOY, Bon laa: BRAC 2AM 
a etal nae feaeoteua Pr 
| otha ead sows ame 
. yah sate “HOY ‘i bias 2), BAD OLA aM mei 
an eat eRL ae BE. ot, egestas 


¥ 





665 


MR. wiCKkwlkRe: And there nas veen an in- 
erease in the numoer of appliance dealers from 
1946 to 1954? 

MR: LEWIS: Oh, definitely. I believe to 
the vest of my Knowledge when I started in Toronto 
there were about, I will say, 75 dealers in 
Greater Toronto. Now there is 5, 6 or 7 times as 
many, at least tnat. 

MR. WICKwWIRE: How do you account for that, 
Mr. Lewis? 

MR. LEWIS: Well, they all want to get in 
and make money, that is the only way I can account 
for it... it. was a. very lucrative. business. tne 
PorStelour, orn Pave years. Aid sou had .tc.do wnen 
a customer came in is - "How soon can I get it. 
please? 2100.00, 150,00, every ireTrigerator 
cleared, no competition. They begged you to sell 
the merchandise and everyvody wanted to get into 
tne. act, that is all -- very lucrative. 

THe CHALRMAN; They wondered how long this 
had been going on? 

MR, LEWIS< 0h, that is a fact. All you 
had to do was -- the idea was to get tne product 
from the manufacturer, put it -- well, they didn't 
even hit the floor. We just called up. we 
would get a release of, say, 20 refrigerators 
from a certain maker and we turn in 20 names -- 
Geliver. we have nad tne names for montns 
waiting and people would call you up and say: 


y 


Oh, thank you for delivering the refrigerator’, 
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and getting the full list prices wny shouldn't 
they want to get in: 

MR, WLICKWIRE: I will put it tnis way, Mr. 
Lewis. Can you tell me whether or not the number 
of outlets is on the wane now in Greater Toronto 
area? 

MR. LEWIS: I believe it is on the wane. 

MR. wiCKwIR&; Can you suggest any reason 
why it should be? 

MR. LEWIS: Yes, competition is getting so 
rough right now, that the ones that are not fin- 
anced right are yoing to go out. 

MR. wICKWIRE: what do you say about the 
ones who are selling tne same articles tnat you 
are selling at the suggested retail prices? 

Men LEWIS There: are not any. ' L-don st 
believe there is any one, any retailer in Toronto, 
unless i is avery small item, S100, $2.00 or 
$3.00 or 95.00, selling at the suggested list 
price. People don't pay the suggested list price 
because that is out. They are looking for bar- 
gains and they get them. 

MR. wiCKwIRE: Now, I suppose there was 
a time in your business history in this business 
when the manufacturer could and did set a re- 
wabl ‘price? 

Mie sLEWLS:. ee sir papel ith whe Act 
came in. 

MR. wLlCKwIRe: what did you do when that 


condition maintained? 
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MR, LewlS: well, we were just sitting on 
a keg of powder all the time. The retailer did 
Abe Bick from day to day when his franchise would 
be cancelled by a manufacturer. If a manufac- 
turer caugnt you selling below and he felt like 
cancelling your francnise, no more merchandise, 
you are through. 

MR, wiCKwiRe: Were you still able to 
sell goods at a discount? 

MR. LEwIS: Oh, yes, we did. 

MR. wiCKwiIke: In wnat manner? 


MR. LEWIS: well, we would give him in 


plain words a phony trade-in. Say, if a refrigera- 


tor sold at $399.00 and we had too many of them, 
and we figured we wanted to put them out at $349. 


or $359.00, we would give him $40.00 or $50.00 


O00 


OW all-oLrd broom-or a Hairpin, “anything at all, and 


put in “by “trade-in $50.00" “and that “is it. 


MR, WICKwWIRE; Was that sort of tning pretty 


general in tne industry, or in the trade? 

Mx, LewIS: Here in Toronto, very general, 
but you had to protect yourself from the maker 
because, as I say, you didn't know wnen he would 
say: “well, that is all, you have nad it”. 

Mr. wICKWIRE: You mentioned just a 
minute ago tnat tnere are smaller outlets are 
also selling appliances av below price? 

MR. LEWiS: Yes sir. 

MR. wiCKwIRz: And i tnink you said tney 


nave to meet the competition. what avout private 
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brands of, say, refrigerators or washing macnines? 

MR. LEWIS: I don't get that, sir. what 
do you mean, private? 

MR. WLICKWLIRE: well, say, stencilled brands? 

MR. LEWIS: Well, they are rough right 
now. It is common knowledge amongst the retailers 
to use one of tnose stencilled brands to get 
people into the store and sell them out. Sten- 
cilled orands are vbougnt very cneap right now. 
They cannot compete witn the well-known orands. 

As a matter of fact I see a competitor 
right now, I believe he does the same thing that IL 
do.vaevery large oné, one of the large dealers in 
the City, and that is what we do, get people. in 
on that stencilled orand because the well-known 
maker, you Know who they are, of refrigerators, 
we cannot go -- tney won't tolerate us. altsougna 
the price is open under Section 496 (a). we don't 
want to antagonize them and take nis mercnandise 
out and pang it off in tne open at low price, so 
we ouy stencilled orands and then we hurt no one. 

MR. WICKWIRe: Now, is the stencilled brand 
the same macnine? 

Nie LEWLS i): ke. 

MR. wWICKWIRE: In wnat way would it differ? 

MR. LEWIS: It is not made as well. 

THE CHALRMAN: It is made vy the same 
manufacturer? 

MR. LEWIS: No, it is not made by the 


same manufacturer. JI know just wnat you mean, 
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AS a matter of fact there is one manufacturer who 
makes a stencilled brand for another one, but if 
¥ou iG0k at, 1t closely, you will rind that it is 
cheaper. I mean, it has not got the same as 
the regular line. 

MR. WICKwWIR#: well, in what way is it 
cheaper, different type of handle? 

MR. Le&wIS: It nas a different type of 
handle and that is about all. 

MR. WICKWIRE: That is about all? 

MR. LEWIS: Just to make it look different 

MR, wiCKwIiRe: what avout the working 
parts? 

MR. LEWIS: Exactly the same. 

THE CHAINMAN: You mean essentially it is 
the same machine? 

MR. LEWIS: well, itis. 

THE CHAIRMAN: It doesn't look quite as 
well or is not finisned quite as well? 

MR. LEwIS: Just the nandle, avout all. 

MR. FAVREAU: What about the usefulness of 
the thing? 
MR. LEWIS: Same thing. 
MR, wWICKWIRe: And the durability of it? 
MR. LEwIS: Oh, same thing. 
MR. wiCKwIRE: Well, would it ve possible 
in your opinion, Mr. Lewis, under a system of 
retail price maintenance, fora dealer suci 
as yourself to sell, if you out get them, 


these stencilled machines and sell cut-price over 


669 





sas ait baat one J8 Hi nd 
es ihe ae 208 eal ene at whites ene 


ay \‘e : 






sel 


, a5 ane «Sen t 
i i eee yeu 9 actin a hts cong saan dle Oy eae 
ain | ros ee ¥) | hy hs a3 
Dain al | | fetoaad % 89 ays “voaet6 ESIRoRD Wee 




























ih a i it rT} at 

: : , ' i re 2 i : ; “A iy 
iar | ds sayy" dnetelito « 8 as itt saTwa.s ‘hint - Lee vert ee 
Bats 1) * ee ae oe * ab : 


a } fig doo Fe ade bud! ofhnedd We 


<: fs Ven ee ‘ $ ae ¥. wat Caen : 
Bi ifts siege OL PBN7 ens HEWKS JL siM : 21! 











FASTSALLG KOOL Th spew of Feuh- Telwad, . AM a 
i wit: tps i See al 6 Mize SN ag 5 S ae ‘oe an 
ri } a , te BN onl oe) ¥ an ; 1 7 
i at ple avalon P ee ht Vid aki Sree ris ae Oe 
te ; MERON SA TUO0S Janik EHIWASIw.. An ) ut oa 
r rt - I 4 2 al) a ea i ; 
Fi > e Hi 
Tagereg 
f . 7 «of 
vr § - ee. ea i< ¢ “+ BX 
SMHG GAS VITOR SRLWa CaM’ 
q bet iy 
‘ ie - nite ‘ f ay i ait if in rama r ry a at ; oh 2 a 
Ba Du NE BRT OBES et OSL | SAAD aaa |) oe 
TSsninosm suse sig eT 
al OL Sioa) tel wad om 
s~ 
- ' sis a hh vA, es Geis ©: A 
oS Susp Bo J aaeeh > > iWAMA LARS BHT hike ie. 
i ar " = Ore a Th a - ore 
' , 442 Hs SV LUP OSse hilt fon el xo flew 
i 7 : : ; A re -_s 
f ' +tas C4008 ysl host env Jeyh xd 5 BR? J+e 
a Mis 7 
tO seetintemy ods, wiodaA 2.ecy BARA vat vik A rhe 
a rae 
\ a i i, a r. cae ; 
Gi, ei | "Tontud gas > 
| 2 _ 
-YLAD Smeg. 
‘ ‘ ‘ f 
2 j ia 7 
A A y f lat ipa f oe ae P el i : 
Sie. tu goalie etu8 Bila aoe Vee 
¥ Fi Pam 2! > 
Ys | capt SOS wh | a 
ae t o : ~ y } y ie i 4 4 hy , 
¢ ‘i : t { f © ro . 
Fo et ae ia’ 
efalasog au 4 bition 4bibe na rah ee 
i ’ aa) Nt " 
= y . a An 
IO wevaye & likes vebwoul it pts he 
Ps ny age ey 
' , is P bie 


nt % pois sk * a0 Hatigclca 


7 
“‘texo adress yee 8 


ra » e ai " li 


670 


the regular machine? 

MR.-« LEWIS: No, not for a dealer like myself. 
I would nave to be mucn better Known than I am 
right now totsell a‘’sténeiiled line. ‘we are pretty 
ell known but not that well. 

MR. wiCKwIRE: That would be witn your own 
trade names? 

MR. LEWIS: Under my own trade name, right. 
Now, take, say, a very well-known make of refrigera- 
tor, for instance, I will just take a name out 
of the sky, Crosley Shelvador is a very well- 
known make, we will take the same refrigerator 
and put New Era" on it or "Charlie Lewis", whoever 
itis. “It would not sell: nearly ‘as well as the 
Crosley Shelvador. In fact I doupnt if 1 would 
sell 5%, 5 out of 100. 

MR. wLCKwIRE: But would you be able to 
sell the New Era we will call it, refrigerator 
in competition with the Crosley Shelvador if the 
price were maintained? 

MR. LEWIS: If the price was -- 

MR. WICKWIRE: Maintained on Crosley Shel- 
vador and you could still sell your brand, the 
same machine except for the handle, at a much re- 
duced price? 

MR. LEwIS: On, yes. 

MR. WICKwiRe: Is that in fact what is 
done? 

MR. LEwIS: Thnat is what is done rignt now, 


that 18 right. 
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MR. WHITELEY: I am not clear now these 
stencilled lines fit into your operations? 

MR. LEWIS: well, we don't like tnem our- 
selves, but there is nothing you can do about iv. 

MR. WHITHLEY: I mean in your own business? 

MR, LEWIS: we don't use no stencilled 
lines. 

MR. WHITELEY: You don't use stencilled 
lines? 

MR. LEWIS: No, we are not big enough for 
that. 

THE CHAIRMAN: You don't use them at all? 

MR. LEWIS: Not stencllled lines. I just 
don't get that rignt. we buy refrigerators under 
manufacturers! name but not as a stencilled line. 
The stencilled line means that if I go to a refrigera- 
tor maker and say: "You ouild me a 1,000 refrigera- 
tors and put ‘Jones! there", or whatever it is. 

That issa stencilled-line. But if I buy these 
refrigerators in the maker's name that is not a 
stencilled line. 

The CHALHMAN: That is a standard? 

MR, LewlS: Standard line, standard manu- 
facturer's line. 

THE CHAIRMAN: Is that tne only kind you deal 
in? 

Mane LEWIS:5 Dhat is. right. 

THE CHAIRMAN: You do not use tnese sten- 
cilled lines at all that you are speaking of? 


MR. LewlIS: No, we don't use stencils ourselves. 
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That is, we don't nave any manufacturer build pro- 
ducts for us in our names, we are not big enough 
for that. 

MR. WHITHELZY: what was tne situation you 
were describing of not wanting to affect some nation- 
ally-known name, you used stencilled lines? 

MR. LewiS: Yes, there are makers who build 
evenciiied lines. 

MR. WHITHELEY: Is that part of your own 
operation, this situation you describe? 

Mi... LEWIS: NO. 1 C.LS DOL part..of .ounr opera 
tion. | 

MR. WHITELEY;: Well, I think you should make 
clear wnat you yourself do in your own business. 

THE CHALRMAN: Sometimes, Mr. Lewis, in 
answering tne questions we have got the impression 
at least that you were talking about your own opera- 
tions, whereas apparently you were talking about 
what some other dealers do. 

ME. LiwiS: That. La right. 

THE CHALTRMAN: Please make that clear because 
we want to know what your own actual experience 
is wnen tnat is wnat you are talking about. 

MR. WICKwIRE: Do you know who in the area. 
what dealers or type of dealers, put it that way, 
trade in the stencilled product? Are they people 
lixe yourself, are tney small dealers or are they 
department stores or cnains? 

MR, LEwIS: Mostly department stores and 


chain stores,. where people know they can vet their 
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money oack just like tnat. Those are the people 
who will buy stencilled lines, wnen you are sure 
that you can take a chance on tne article and 
pring, Del back wri st: leymot. might: 

MR. WHITELEY: I tnought that is how you 
descrived your own operation? 

MR. LEwIS: we are the same tning, out we 
are not too well-known for that. 

MR. WHITELEY: ‘<Ihe distinction must rest on 
something else in your mind; tne distinction you 
are drawing must rest on something otner tnan just 
the readiness of getting your money back, because 

I took it that is the way you operated. 

MR. LEWIS: That is the way we operate, 
right, but after all we have veen in business 8&4} 
years. 

MR. WHITELEY: I say tne distinction you 
are making is not tnat particular distinction but 
Lt’ tssome; other: 

MR. LEWIS: That is right. 

THe CHAIRMAN: It is the reputation of your 
company has not yet convinced the public that 
they can absolutely rely on going back for any 
reason whatever and making an exchange or getting 
their money back as they could do with certain 
other long-established department stores? 

MA LEWIS orThat we: rtent. 

THE CHAIRMAN: And chain stores? 

MR. LEWIS: Yes. 


MR. WICKWIRE: You are always looking for 
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lower costs or purchases at tne lowest cost you 
ean get? 

MR. LEWIS +6 YES: Sig, 

MR. wiCKwilR#: what sort of pressure nave you 
in your firm exerted on tne manufacturer or dis-. 
tributors to get lower costs? 

MR. LEWIS +) .Weld,,we try and, find out if a 
manufacturer is loaded and tnat is very easy at 
times. Most of the time when we Know that he is 
loaded we try to drive a hard bargain because he 
must dispose of his mercnandise. we usually find 
ouv. 

MR. WICKWIRE: And is there any difficulty 
in getting at this time the mercnandise you want? 

MR. LEWIS: No, there is no difficulty at 
all. As long as you can use a large quantity 
you can @et a very, very good price. 

MR. wWiCKwIRE: -And that even the big manu+ 
facturers are glad, you say -- 

MR. LEWIS: Glad to. get.rid of merchandise 
atameh Lowert.oos tions [nv facte Them wil le tell you 
they are losing money. we don't know. Maybe they 
are, maybe they are not. 

MR, WoiTELZY: Are you in @ position to go 
to a manufacturer and suggest to nim that if he 
wants nis goods carried in your store that he 
must supply you with a special price or you won't 
do business with him? 

MR, LEWIS: No, not the good ones, not the 


real big ones. You would start out, say, the first 
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season, in our own case, and the prices are pretty 
Staole, and tne manufacturer has slipped up, hasn't 
made the rignt product, there is something wrong 
Wlo, terand at te pring up. fo may pea retrigera+ 
tor, they nave all the parts and they are moving 
slow, there are two or three models are bad, they 
nave not publie acceptance. They will come to us 
and say: "we have a couple of slow-movers. we 
will give you another 10 off, another 15 off". 

MR, WHITELEY: You say tney will come to 
you? 

Mi, UaWlos Yeon cCney Will come to us. 

THE CHAIRMAN: Is that how you find out they 
are loaded as you say? 

MR. LEWIS; That is right. 

THE CHAIRMAN: They will come and tell you? 

NAW “Wis? «64OYes. “tney Wiil tell you. “in 
fact we xnow winicnu are the slow-movers. 

THE CHALRMAN: You gave us an example a 
while back of‘what you are ouying rignt now with 
regard to television because this is the off- 
season ana you are buying up for tne coming season 
Gh Ghee. 

MAR. LEWIS: Yes sir. 

THE CHALRMAN: Is tnat one of the circum- 
Staneces under which you are adle to get a specially 
low price from tne manufacturer? 

MR. LEWIS: That is ‘right. 

The CHAIRMAN: Thnat is Hi as are ovuying 


now? 
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MR. LEwiS: Buying now off-season you get 
avery, very low price. 

MR. wWHITELEY: wouldn't they ve the last 
season's models? 

MR. LEWIS: No, they are 1954 current models. 

MR. WHITELEY: But by the time the Pall 
Bees -- 

MR. LEwIS: Yes, when the Fall comes around 
there wikl be 1955 models, out we went tnrougn tnat 
tne last two years and we show tne consumer there 
is the 1954 and there is the 1955. There is no 
difference", and there is nov. 

MR. WHITHLEY: isn't Le che normal policy 
of the manufacturer to reduce the last season's 
line as he approaches the new season? 

WR LEWIS: Taat 1s. rien. 

MR. WHITBLEY: And would not your competitors, 
if they waited around till the Fall, oe in as good 
a position as you to get last season's lines? 

MR. LEWIS: No, they are pretty well dried 
up by the Fall, they are dumping them. 

MR, WHITELEY: There would not be the stock 
availavle? 

MR. LEWIS: No, there would not. 

TH& CHAIRMAN: You buy them up soon so 
that they won't get then by the Fall? 

MR. LEWIS: On no, we are not the only ones. 

TH CHAIRMAN: No, you are not the only 
ones out you as a large buyer would take tne edge 


off that over-loading of tne manufacturer. 
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MR. wiCKwiRe#: I forgot to ask you on your 
total sales, now many are in your sales force, 
salesmen? 

MR. LEWIS: Sualesmen, permanent, 

MR, WICKWIRE: Yes, perhaps you did tell us. 

MR. La&WiS: 16 permanent salesmen. 

MR. WLICKWIRE: Then you have some casuals? 

MR. LEWIS: Casuals, that is right, evenings 
and at week-ends. 

MR, WICKWIRE: How many of those? 

Mine) LEWIS S . 

MR, WHILTELEY: When a manufacturer is clear- 
ing these over-stocked lines that are approaching 
the end of their season, does he go around to 
his dealers and make known that tnese lines are 
availaole at lower prices? 

MR. LEWIS: As a rule, yes, unless, say, 
née has only 300 or 400 television sets, he will 
just pick out the dealer that he figures he can 
use that amount and ne will come down and sell 
them, but Uf it is a lot he will go to all the 
dealers, if they have a few thousand sets. 

MR. WHITELEY: You spoke of the manufacturer's 
guarantee applying generally on most lines. Isn't 
it a guarantee on material only? 

MR, LEWIS: Yes, in refrigerators, ranges 
and washers, tnere is a Warranty whicn applies 
to the parts and tnen tnere is service besides 
that. 


MR, FAVREAU: From the manufacturer? 
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MR. LawiS: On yes, you combine ooth. in 
fact some of them won't sell you any merchandise 
unless they carry the warranty and service. You 
can't ouy it without. 

THE CHAIRMAN: But the manufacturer does 
not actually provide the service, does he? He will 
replace parts, but tne dealer provides the ser- 
Vice, Lspn' tyihet, Frent? 

MR. LEWIS: No, sir, the manufacturer pro- 
vides the service in many cases. 

THE CHAIRMAN: Directly? 

MET aun bos, Les ess hy 

MR. WHITEL#Y: Is the need of the consumer 
made known to tne. manufacturer tnat some article 
wnich has veen purchased is not giving the proper 
use? Say apouyer ouydea range from you, 

Mi. Lewis: Yes sir. 

MR. WHITELEY: And it. does not operate to 
nis satisfaction. Does he then complain to you? 

MR. LewiS: He complains to us and we tell 
the manufacturer. 

Mn. WHLITELEY; Does tne manufacturer send 
a service man down? 

MR. LEWIS: Rightpaeirs 

MR. FAVREAU: Or I suppose he can call 
the manufacturer direct and show his policy? 

MR. LEwiS: No, the manufacturer does not 
like them to. They want the dealer to call. 

MR. WHITELEY: what nappens if the customer 


is located some distance away from any centre? 
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MR. LEWIS: where the service is not avail- 
aole that is difficult. We tell the customer that 
we cannot give him service. we were placed in the 
awkward position ourselves. we do service in an 
area of about 40 miles. 

MR; WHITELEY: That is with your own staff? 

MR. LEWIS: Our own staff. 

MR. WHLITELEY: What about the manufacturer's 
position? 

MR. LEWIS: They won't do it that far. 

They will teli*you: “Our! services is: only.in 
Metropolitan Toronto or maybe taking in Oakville 
and sovenk, —Den'*s Sell our product outsider or our 
service area because we will not ve responsible 
for service." They will tell you that. 

So tnen if we feel that we want to sell 
this customer, say, in Oshawa, which we do, and 
we »et enough products in there, we do our own 
servicing. If you can get enough products, you 
see wnat I mean, tnen we do our own servicing. 

MR. WHITELEY: what is the situation with 
respect to refrigerators. Is it the manufacturer's 
service there? 

MR. LEWIS: No, they won't service them 
outside of their area. 

MR, whHITTELZY: within the area? 

MR. LEWIS: Within the area they will ser- 
Vice them, Metropolitan Toronto, 

MR. WHITELEY: The refrigerator manufac- 


turers follow tne same policy? 
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MR. LEWIS:' No, not all, but when you buy 
a refrigerator you usually have an understanding 
with the manufacturer; "Now, do we carry tnis 
service or not?", and if we carry the service they 
allow you about $5.00 off of each unit. Do you 
get my point? If the manufacturer carries it well, 
the unit, say, is $200.00 wnolesale, service 95.00, 
$205.00. Service is always extra. 

MR. FAVREAU: You pay for it yourself? 

MR. LEwIS: We pay for it, right. 

MR. FAVREAU: What are the principal lines, 
witnout naming the manufacturers, where generally 
the manufacturers supply service themselves? 

MR. LEwIs: You don't want the names of 
the manufacturers? 

MR. FAVREAU: You can if you want to but 
what are the principal types of lines? 

MR, LEWIS: Principal lines, I don't believe 
it hurts anyone, Frigidaire carries their own 
service, Crosley Shelvador carry their own ser- 
vice. Those are my main lines and I wouldn't 
Know anytning aoout any otner. 

MR. WHITELHY: What avout Kinds of products, 
appliances, that have that service attached to 
them? in other words, are they refrigerators, 
ranges, wasning machines? 

MR. LEwIs: Rasy washers carry their own 
service. Now, you can buy an Hasy Washer with 
or without service. Connor, they carry their own 


service, most of them carry their own service. 
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THE CHAIRMAN: In wasning macnines? 

MR. LEWIS: In wasning machines, yes, espec- 
jally the automatics, you cannot ouy them any other 
way oecause it is an automatic washer, it is ac- 
tually something you have to Know what it is all 
about. You buy them with service. 

Mn. WHITELEY: Wnat policy does your firm 
follow with respect to finance charges? 

Mk. LEWiS: General Motors Acceptance Cor- 
poration carries our finance, carries our paper, 
and we have a schedule there that we work on, 

MR. wHITELEY: Do you have a cost in addi- 
tion to the charge which the consumer must pay 
in order to -- 


Mk. LEwIS: The consumer pays tne interest, 


MR. WHITELEY: jsut do you nave any costs 
Of financing apart rrom that? 

MER. LEWIS: No. 

THE CHALRMAN: It does not cost you anytning 
to arrange the financing? 

NN. BEWIS: “NO. S2r, not 4 thing. In 
fact we get a portion of that finance charge, very 
small portion. 

THE CHAIRMAN: Actually financing is a 
Source of profit to you rather than -- 

MR. LEWIS: That is right. As a matter of 
fact-1t is. not, it will even out about right 
because we put tnat little profit we get, we 


put it as a reserve. In fact tney keep it as a 

































hs am ss : ’ ’ a . 
‘en 9. 
ve a 18110 a jee “ws dpa gy Jey . 
: a ae * bey 7 , * 


77 =e 





— 


% bese at #4 pee aes 


A 


. | ty: al ri tan ‘Wonks “ot Pt ec 


> 


Saar gal 
r 
@. 
Ge 

+e $8 
.& 
- 
aod 
=, 
~o 
> 
os 
s&s 
is 


4 a hee ert es ae a 1 A * 
Oe n 11 i Otte A £905 vere sonW i. ees sae - j 
i, ee : 2% ih eas er i oe 
a we » Sar 

ia. Ra HagIBeO 6 onan i ) ie “eoageni hw volta. i 

‘ i ae VE wie i » i wt wa! vi 
; Fae ea) 5 ? ; ys ee po, re 

~tS) SONSTQS9SR @totoM Is ronae iene is: he 
~WSRQSG "TWO Earages ys Sours sie “Te tO ek erty nots S%Gq ” 


: , - 7 
5 . 5 4 » 7 i 
i 7 qe ige ns + nie * pl a Fi. a ie = a. ; 
10 AIOW Sy JBI wreds OL Pelos S Svel Sw DAA 2 \4 
i t i / j , ; : U i a i. 
4 7 “ rd _ He vith wal > wv _ on | 
vf ea ao a4 dy B BVg A a > ae : bb had - ; y D - np te 
e) Ana i f 
' ; p ; { i s i M ; 
apes Sa aA ee ot pf? a ey fue a q ae hs 
1 J AUN "Savaenoo @A0 6 DAW Ses eitcod agty 
- a a ; 
: é : ' 
y k : 7) 2 
-« @F tebioral.- 
+ : } ; i 7) 1a 
3 Aya : ‘ ae F , 5 amr 
r are t 7 eeu dah a2 sake i oh te f Nitya eS eae f 
ay Vay H sed WRB Crlihin Get Sy oct ae este Gane tee es \f 
wnt hemes : nS ian 
% a ie: 
‘‘ 
Ahab oy de a 
/ t 
-z ior vies % 
i Fa , { rt ua ¥ Add bd oh pe BAe ad aa Viv ie vs 
. 4 q }: - A af an wit toa ave £S, a 
3 SISAL ae4 oA er 48 GB. - ht it mis it 20 
iy r \ 7 i ‘ ' 
t * x 7 A : ' i : al 1 . 
; od (a ¥ <a sit 
i 
ia é . 7 
i a > iV SOOO gs + th Se op eee ant 


Tun t oireeet “ond >it staBiD’.. 








' aoe : 
Ht  @nbae 6 oot ke ie wi al: ee Beh 
SOV ,SHTSao Sonenrit PEAT To Hol LnOg: 6 tas ow..3o2T: ) 7 
i ctin0g. ives, t 7 
| oe : aes i ; ei 
Rist: 8 eh peepee whim son + Vth Ft eee 
ah ‘ : q is ae. ager a 7 Ga ‘ bt i) ca “ im 5! 
be I Se ied ng ee HX. Rad rer te eee 
ie Pe Ly Nh | 1 | Ag eo 7 
: Wade eS 7 ‘e ue is 4 
°a asaVvBaA-& bp (engl ‘as TRaT. abe An atts Ls : 
“oT ha a. Ay ed 5 us i he 4 m wr ~ . 
ign PU bE se 
eri! ioe ry Ce sae Ete a4 edo Bt pa 3 
iad) rm ¥. 4 ‘ 







7 , 


ay sae, ow aatia state Misi 


~ ©? uae oe 





reserve in case it skips or there are repossessions, 
SO it will just level off itvselir. 

MR. WHITELEY: You said earlier that you 
thought price was provacly tne viggest selling 
factor in moving the merchandise. What is the 
situation with respect to some new product that 
has come on the marxet that the puolic is not 
very well aware of or is peing introduced to for 
the first -time? 

MR. LEWIS: You mean in appliances? 

MR. WHITELEY: Yes. 

MR. LEWIS: New kinds of appliances? They 
have a very hard road to travel. Any manufacturer 
who g0es out witn a new product is right up 
against it. 

MR. WHITELEY: No, I don't maan something 
that duplicates an existing appliance, but a new 
item entirely, new type of product that has not 
previously been on the market. 

MR. LewlS: In appliances? 

MR, WHITELEY: Yes. 

MR. LEWIS: Well, for instance, can you 
give me an example? 

MR. WHITELEY: What I am thinking of is 
something that is not on the market. 

MR. LEWIS: I wouldn't tackle that. Any- 
thing that does not exist I would not know anything 
aoout. 

THE CHAIRMAN: Have there not been new 


appliances come on the market since you came into 
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the business? 

MR, LEWIS: Yes, there has been. 

THE CHALRMAN: New types? 

MR, LEWIS: Yes, automatic washers, auto- 
matic driers. Automatic driers have only been the 
last two or three years. 

MR. WHITELEY: The suggestion has been that 
in order to secure puolic acceptance of something 
new, the dealer must extend a great deal of effort 
in educating tne public and advising them and 
encouraging them and so on, 

MR. LEWIS: Wo, it is usually the manufac- 
turer wno paves the way for it. They run national 
ads telling tne public that they cannot do without 
aA Ovter, 20 25 Dractically 4 must. 

MR. WHITELEY: what avout the feature of 
demonstrations? 

MR. LEWIS: well, demonstrations, I don't 
believe myseif. It is nice to give a demonstra- 
tion in @ store, but you must want a drier before 
you go in a@ store. We are not going to sell you 
(I am just wentioning a drier) a drier unless you 
want one, You must come in with tne idea of 
getting one, but if you come in and buy another 
product and we take you up and say: "Now, there 
is a drier, it is wonderful" and give you no 
demonstration on it, we are not going to sell it. 

THE CHAIRMAN: Do you arrange or do the 
manufacturers arrange with you, for demonstration 


of the new product on your premises conducted py 
























0088 ‘aa el ies BY, 


‘ er? fesa pea ey an exobnt pabaaoi 


re Sees rae 


nee bis | ie 80% 903, 0 ee 





Y i ’ J *y ~~ > 
4 : rt ere oan . vat BS Tie ey 
* | JST ee aba apf iy 49% aa, oni, ARTA i "abe ie i 
a7, x . ~ 7 i atk 4 ie) 
Misa ae y Rae.) i [ 5 } ‘ ° 
i : Mey he j q Ly oe i 
A ie ylditene es Nas ennat as a998 Bo agers ite enuces re eb. 7.) een ¢ i 
iy , oe 2 
; ’ ‘ ‘ ‘ Put ar : 7 ia 
ee | ‘ ee, -?_" ye ee ¥ " ° 
ge PistTsS “vo Jess swerve 8 -Doedxs + eisGt or aiid wen 
y ' oat a Yaa AE een te i 
ad iva ae ce - ea} | 
; : . 
“vt - . io» Pies a a a * iw 
Bul KES. {4 4 ie ed f i GLY Al pues Ta oe eae snd witieouse fa &s 5 at 
: ia : : F 7 f 
- 7 brs Ay ae ; ; « a 
lata tly'es > « by a os, ie ee aa oe am at re 
ng . Se as Off Beds polysivoons: vj 
; | it At 
+ s ‘ ; eri ih io i | : x aad Fae. 7 7 + co ale 4 ] ! 
' TN 7 Ui bay ati qa l eae tabs al ot ¢Oel ~ fed liad tM - 78 
. ;) : bet oh j : ( j ) ' 
j my, ny " . < ee : i. -~ 7 
. ; f ge Ae dels ASE Gta va +o] % 8 Sty esyVaC cohkw soto ; J 
y Lj - * ‘ ; f 
he 8 i. ; y y rs ~ 4 i; A 
“Tyo tw ob Settings venigs Iead ONL Os ae ony Sclifed SDs A ae 
: + : hg mA! te rahe | OE et is Ate Re 7 i ’ 
> R < ; eure io i ‘ i ; i ie fos ‘ ta 
; ee r ag” ms 1-2" sD ag be : 
Cem B Ya Teal? os ty oa uh «Oi 6 
YO ORES? ots Ju008 FEGN)) -eGRW ah: . : ; 
2 : ee ; ; "a 
. ke ' - +5 (on 
aa aro sets aomeb 
S ? i r - Ps ; \ 7 . a 7 
j ‘ ryan eV ta Se bey my) 
‘ f a eM oka vi on a met ES | ie ~ 4h ha i oy . wee We i pa A ; i - 
* 4g I j 
| Ree y 
~ Bevis . phen, s =), eso ‘ i & Pos : 
ar ’ -~BIiFBIOMSS # Vlg OF BOs, Bs. vA tlaegn svelfed 
+4 ae P" » “ - n in i ie 
STsd 12i7h B fusw Saum DOV, Jou <ewoge 8s AL aclks 
ms : q ih ut 74 
ett 2: if 15 7 
ie A ; bs evs ei soda 8. wt wor 7 
my io u eae. Lei oy oo wh a Ate o = Ate) 4 via 
4 a) i § sf 
( he ; wn 
ip aie oat tes ele Sikes Sue ae ah = Sint a. Le 2 od v oie’ : i Pir 
wu ¥ YG eter ’ oS im 5 be ye >: ~~ rs &) p> BR4LAO han eh ih au a» eB 1} - 
ae ; Y , j 
a i . ' rf - 
‘ : 1 ‘ . ? ae ax, | 
o> os * wind -<t Fs 4 on KX ~~ 
; © BAHL ens Gist crud 5: OSD ay Gi voy «310 Jit6W 
f : Sn eee r~¥ \ ise. 
i * . 4 : > 
Seno) Vio ate nt bl . Hor, i es ree insta |< one 
’ i f F 
" / ( 


yy . ‘evens pwou” . ae. ul a. ae, ‘wis 0 oh. or soubery aceee 
(< aii 1 ; a = T Cre . ; Ve 
; ' a a: 


) oe 7 [ 


ey : a Ot) MS wants canal “s “ha Avebnow sk. 94) 988 beer 
7 acu! Vas 4 eae be : 
~ ds, ae (io 


A 
a 
” i ' fa J 


wk ao daldeit 
a4, i 


a 
t 
a 
} i 
oo 
“ag 


th -fien' ot gris, son He ow ’ 









an a 16 oyasixe ay ‘ ana 
ues ane. 99 ts ae % a 


ba ed, g\ etre 


ee oeioi shove ia 


a Nas 


ad | 


684 


the manufacturer? 

MR. LEwIS: Yes, we combine that with 
tne manufacturer. Say, a washer is usually nooked 
up, automatic washer is hooked up by tne manufac- 
turer ana he will send down a demonstrator, wnat 
they call a home economist or demonstrator, to 
show Mrs. Jones or Mrs. Smith how to operate tnat 
new automatic wasner, 

Mr. WHITELEY: That is in the home? 

MR. LEWIS: In the home. 

THE CHATRMAN: What I was getting at, do 
you arrange for demonstrations to be maae on your 
premises of that Kind with the manufacturer? 

Would a manufacturer, for example, make arrange- 
ments witn you under wnich one of tneir new 
machines, new types of product, wouid ve exhibited 
On your premises and they will sena a man or woman 
to demontrate. Do you do that? 

MR. LEWIS: Yes, sometimes, 

MR, WHITELEY: Do you have co-operative 
advertising arrangements with any manufacturer? 

MR. ¢LBWIS to nYesi Weyde. 

THE CHAIRMAN: There was just one ques- 
tion -- you may not care to answer it -- is the 
interest rate on deferred payments fairly stan- 
dard? 

MR. LEwIS: Yes, quite. 

THE CHAIRMAN: I mean, across the Greater 
Toronto area? 


MR. LEWIS: Some firms are lower tnan 
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others. You mean finance companies? 

THE CHAIRMAN: Yes. 

MR. LEWIS: Yes, some are lower. I would 
say they vary anywneres from, they will vary up 
to about 4%. 

THE CHAIRMAN: On what, 4% difference? 

MR. LEWIS: Difference, yes. 

THE CHAIRMAN: What would the range be 
then? 

MR. LEWIS: Well, different companies charge 
higher rates than others. 

THE CHAIRMAN: I am not asxing you what 
any particular company charges, but is there a 
difference of as much as 4% between the top and the 
pottom? what are tne top and oottom figures 
rougnly? 

MR. LEWIS: Actual figures? 

THE CHAIRMAN: Percentage rates, yes. 

MR. LEWIS: Percentage? well, I would say 
8 to 12%. 

THE CHAIRMAN: Is that regardless of the 
length of time that the credit runs? 

MR. LEWIS: Regardless. Of course, 6 to le 
is actually 16 to 24. 

THE CHAIRMAN: I was going to come to that 
but you have told me. You mean it is & to 12% 
on the total unpaid valance? 

MR. LEWIS: Total unpaid balance. The custo- 
mer starts paying -- 


THE CHAIRMAN: He pays it in instalments 
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so that actually if you took the whole period of 
the line of credit, it is only about nalf what 
he is paying interest on? 

MR. LEWIS: That is right, they run very 
nigh. 

MR. FAVREAU: Are the particular interest 
rates 1% per month or what? , 

MR. LEWIS: Oh, it is more than that. Each 
montn 1% -- avout that, yes, 1% per month, which 
would make it about 24% because you start paying 
from tne first. You say 1% per month if you pay 
at tne end of the year. 

THE CHAIRMAN: What I think Mr. Lewis means, 
if you have, say, $200.00 unpaid, and that is to 
run for a year and you charge 12% or 8% as the 
case may be on the $200.00, that is added to the 
$200.00 making it $224.00, whatever it is, and 
that is divided into twelve equal payments spreaa 
over the year; so that in fact when it is called 
12% on the unpaid balance, that is 12% on the 
unpaid balance at the time the purchase is made, 
and wnen the payments are made eacn month as you 
go along, in fact 1t is much the same as if the 
amount owing, spread over the year, was only half 
of what it is to start with, because by the last 
month tnere is hardly anything but you are still 
paying tne interest on it. 

MR. FAVREAU: You mean if I am paying 
6100.00, 12% would be $12.007 I would pay $1.00 a 


month irrespective of the difference? 
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MR, LEWIS: I will break it down much 
easier than that. You buy, say, a washer from us 
and tnere is an unpaid balance of 9100.00. So the 
total on that would be with one company (they are 
very low in their rates) would be, say, $109.00. 
You pay for this $100.00, you pay $109.00. 

THE CHAIRMAN: $9,00 interest? 

MR. LEWIS: $9.00, but rememoer it would be 
9% if you paid that $9.00 at the end of the year, 
but you start paying right from the first month. 

MR. FAVREAU: But if you pay 12% on the 
valance each month you will wind up with $109.00 
at the end of the year with 12%. 

MR. wICKWIRE: Nothing more. 

THE CHAIRMAN: That completes all the ques- 
tions we have to ask, Mr. Lewis. Do you wish to 
make any ooservations yourself, anything that 
you care to add to what has béen said this mornin;,? 

Mi. LEW bos. No, Ledon'i, know... LF there 
is anything you want to ask me I will gladly 
answer. 

THE CHAIRMAN: I think we have exhausted 
the questions we have. 

MR. LEWIS: I believe my observation would 
be that these -- I don't like to say these loss- 
leaders -- they don't do anyone any good. They 
do upset the apple cart, but we use them, and 

hese list prices,. suggested list, prices,.1 don't 
eare for them. They confuse the public. 


THE CHAIRMAN: That perhaps leads to another 
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question, 

MR. wICKWIRE: In wnat way do tne suggested 
list prices confuse the public? 

MR. LEWIS: Here is a standard list price 
right now, 449, and we sold for $199. Now, this 
is a concrete case right now. 

MR. WICKWIRE: When you sell it at $199 
are you selling it at a loss? 

MR, LEWIS: No, sir, we still make a little 
money on it. Right now it 1s at the discount and 
we want to sell it. 

MR. wiCKwIRE; What percentage. of your cost 
price did you make on it at $199? 

MR. LEWIS: we make avout $20.00, 925.00 
on the set. 

THE CHAIRMAN: And the list price is -- 

MR. LEWIS: $439.00. In fact that is one 
at $539.00 that we are selling at $249.00 right 
now. It is confusing. The people don't vcelieve 
it and the manufacturer says, there is the sug- 
gested list price, $539.00. 

THE CHAIRMAN: Well, if there were resale 
price maintenance and the list price had to be 
maintained, would you still say it was con- 
fusing? 

MR. LEWIS: If the which? 

THE CHAIRMAN: If there were resale price 
maintenance and tne list price had to be ovserved 
by dealers, would you still say there was con- 


fusion? 
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MR. LEwIis: Well no, tnere would not be 
eonfusion there, if the list price had to be 
maintained oy the dealer. Then if it is $539.00 
a Set, there it 1s. 

THE CHAIRMAN: Does the confusion really 
arise oy virtue of the fact that there are different 
prices, there are list prices and other prices 
sucn as yours? 

MR. LEWIS: That is right. Suggested list 
price does not mean a thing any more. 

MR. WICKWIRE: Do you say therefore in 
the cases which you have given us that the sug- 
gested list price is unrealistic? 

MR. LEWIS: Certainly it is unrealistic. 

THE CHAIRMAN: You mean it is far higner 
than it ought to be? 

MR. LEWIS: Certainly it is far higher than 
it ougnt to be. 

MR. wiCKwiIRE: what would happen in your 
opinion, Mr. Lewis, if it were more realistic? 

MR. LEwIS: The public would pvelieve us. 
when we say now: "Mrs. Jones, there is a very 
good item, there it is, p249.00, it is good 
value, sut we don't want $399.00, we will give 
it to you for $249.00". "Why do you do that? 

Are you Santa Claus? What do you mean, it is 
$393.00 and you are giving it to me or selling it 
for $249.00?’ Rignt away you create a douot in 
their mind. "Here is a dollar bill for 60¢. Is 


it counterfeit or what is it?" Do you get me? 
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You are creating a doubt in their mind. "Why do 
you sell me a $399.00 refrigerator for $249.00? 
It is not wort: $399.00 in the first place". 

THE CHAIRMAN: But at this price you sell 
many more tnan you would at $399.00, don't you? 

MR. LEWIS: You just don't sell any at 
$399.00. 

THE CHAIRMAN: I mean, you do sell many 
more at $249.00 than you would be able to sell 
at $399.00? 

MR. LEWIS: That is right. 

THE CHAIRMAN: So the douot in their mind 
does not stop them buying? 

MR. LEWIS: No, that is right, it does 
not stop them buying but it puts them in a state 
of confusion, they don't know. "Now, you are 
going to save me $150.00? Well, I will go down 
to Joe's, mayoe he will save me $160.00". 

THE CHAIRMAN: Do you think tnat if a 
customer buys from you, say, at $249.00 and he 
goes down to Joe and finds he could have got it 
for $239.00 that he is usually very angry witn 
you? 

MR. LEWIS: No, they usually come right 
back and cancel the order and get their money 
pack. 

MR. WiICKwIRE: I take it then, Mr. Lewis, 
from wnat you have just said, that you would 
agree witn tie resolution of the Toronto Retail 


Dealers, Appliance Dealers, which I will read to 
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you. It was passed on April @dtn, 1954. ‘This 
is the resolution: 
"It is the opinion of the dealers 

‘present where list prices are too 

"nigh, that the manufacturers immed- 

"iately adjust their suggested 

"list so as to bring back to the 

"puying public some semblance of 

"Value so that cut-price dealers 

"cannot show such a difference be- 

"tween the manufacturer's list price 

"and their selling price". 

MR. LEWIS: That is right. 

MR. WICKWIRE: You would agree with that? 

MR. LEWIS: Oh, yes, sure. For instance, 
our old Mix-masters, their list price is too 
high on that, altogether too high. 

MR. WICKWIRE: On tne price of Mix- 
masters? 

MR. LEWIS: Certainly the suggested list 
price 1s too high, out of reason. 

MR. WICKWIRE: Tell us sometning more 
avout tnat. 

MR. LEwIS: Well, right now the suggested 
price is 55.95. Now, maybe we do sell them a 
little too cheap at $39.95, but still we make 
a few dollars. Look at the spread, $506.95 to 
$39.95 on a well-known article. It just does 


not make sense. 
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MR. WHITELEY: what effect do you think 


would oe produced if manufacturers were in a 


position to insist on the observance of these list 


prices: 

MR. LEwiS: What effect would it have on 
ses 

MR. wWHITEL#ZY: In general. 


MR. LEWIS: In general? well, it would 


Slow down business to such a snail's pace that l 


coelieve I would even crawl out myself. I could 


not sell anything at list price. The public won't 


buy. 


MR. wLlLCKWIRE; what i think the Commission- 


er has in mind, if the manufacturer could main- 
tain a price of $53.95, would you not still 


sell those articles by taking trade~ins? 


MR. LEWIS: Oh, sure. Well. we would give 


tnem a phony trade-in allowance or something. 
But, remember, you are always sitting on a keg 
of powder when you do that, because they will 


it 


catch us and say: “Now, you gave Mr. Jones 


a pnony trade-in allowance. No more Mix-masters 


for you, you are through.” 

MR. WHITELEY: If the manufacturer is 
interested in volume, as I assume he is, what 
is your position going to be? 

MR. LEWIS: what I can see, they want 
their cake and they want to eat it; they want 


to keep up -- I just happened to cnecx on that 
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Mix-master. Some stores cannot operate uniess 
they get 33 1/3 or 30%, some of the larger stores, 
they just must have that or they won't handle 

the item, and that is where tne manufacturer 

is mad. 

MR. WICKwIRE: because their cost of opera- 
tion is too high? 

MR. LeWIS: That is right. 

MR. WHITELEY: Or ovecause they won't 
handle tne line? 

MR. LEwIS: They won't handle the line. 
They throw it out. The big stores have thrown 
out lines that they won't handle right now. The 
manufacturers are very, very upset about it. 

That ls.where, you, get your. beefs 1. think. 

THE CHAIRMAN: From your experience, Mr. 
Lewis, would you say that these substantial 
reductions in prices which you offer lead to a 
good many people purchasing articles wnichn tney 
would not be avle to afford otherwise? 

MR. LEWIS: Definitely, that 1s 100%. 

THE CHAIRMAN: Do you think it widens 
the market consideravoly? 

MR. LEWIS: It certainly does, anyone will 
tell you that. 

THE CHAIRMAN: There have oeen some 
statements made to us to indicate that witn re- 
gard to some articles of manufacture the net 
result is not an increase in total sales but a 


reduction, partly because of dealers not being 
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willing to nandle the line pecause they cannot 
make a profit. 

MR. LEWIS: No, I do not believe that. 

THE CHAIRMAN: You would not Know anything 
about that? 

MR. LEWIS: No, all I know is we have had 
nundreds of people come in -- "On, floor polisners, 
General Hlectric, that price? Well, we will 
buy one". Tney won't pay $54.50 but they will 
pay $37.75. Look at the spread, look atv the 
Mix-masters from $39.95 to $55.95. If it was 
only a dollar or two, but this spread is just 
out of proportion, Lam just naming, two articles’, 
There are dozens of them. 

THE CHAIRMAN: Thank you very mucn, Mr. 


Lewis. 


---Adjourned until 2:00 P.M. 
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Yo Delegation from: Waddell Sound end Radio Limited. 
Comprising: Mer. E.W.J. Waddell 


-~--On resuming at 2.04 o'clock p.m. on Wednesday, 
end June, 1954. 


wo wed as ae oe ne 


THE CHAIRMAN: The hearing will come to order. 

One of those who was to appear this morning was, 
unfortunately, delayed and I think we will proceed 
with that business now. 

The first item we will have this afternoon will 
be Mr. Waddell, of Waddell Sound and Radio Limited. 

Mr. Waddell, you have no brief, you are not 
presenting a brief to us? 

MR. WADDELL: No, I just wish to make some com- 
ments on various things. 

THE CHAIRMAN: Would it be convenient for you 
to make some comments and then questions be asked? 

MR. WADDELL: Yes. 

THE CHAIRMAN; If that is the way you would like 
to proceed, that would be fine with us. 

MR. WADDELL: There are one or two questions. 

MR. FAVREAU: Would you give us your full name? 

MR, WADDELL: Ernest William James Waddell. That 
is Waddell Sound and Radio Limited. 

MR. WHITELEY: Where is your business? 

MR. WADDELL: Windsor, Ontario. 


MR. WHITELEY: You might give a little background. 
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MR. WICKWIRE: If I might ask a few questions, 
I think I can shorten it. 

What is the address of your establishment? 

MR. WADDELL: 1279 London Street, Windsor. 


Mr. WICKWIRE 


What is the nature of the business 
you have? 


MR. WADDELL: Television, radio, appliances. 


MR. WICKWIRE: And how long have you been in 
that business? 

MR. WADDELL: 18 years. 

MR. WICKWIRE: And did you stert 18 years ago 
in your oresent establishment? 

MR. WADDELL: Same address, only the store was 
ten feet wide and 28 feet long. Now, it is 96 feet 
wide and 128 feet long. It covers 15,000 square feet. 

MR. WICKWIRE: I believe you have some pictures 
showing the growth of your business. Perhaps you would 
produce them and explain them. 

MR. WADDELL: This (indicating) is when we first 
started there, we operated from this radio service and 
public address system. 

MR. WHITELEY: What year was that? 

MR. WADDELL: 18 years aco. This store is ten 
feet wide, 28 feet deep. We paid $10 a week rent when 
we first started. Then, we took over here (indicating) 
where the shoemaker used to be, and paid $30 a month 
rent there. 

MR. WHITELEY: Adjoining premises? 


MR. WADDELL: Yes. Then we went on 107 feet 
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here (indicating) end remodelled the building. We built 
ourselves. 

THE CHAIRMAN: You extended the existing premises? 

MR. WADDELL: Yes. I pought this building here 
(indicating) andfaid $1,750. We put an extension of 
LO7 feet on the back of the building and remodelled the 
front. Here (indicating) is where we added on another 
e5 root frontage, and 75 foot depth. We added on here 
(indicating) once egain the width of the buildings on 
the other side, which gives me 96 foot frontage on 
London Street. 

Mr. WICKWIhE: How many employees do you have? 

MR. WADDELL: Approximately 50, 52. We have 12 


trucks on the road. 


MR. WHITELEY: ervice trucks? 


vp 
4 


Mri. WADDELL: Servic 


and delivery. Anything we 
sell we service. These (indiceting) are individual 
Studios which aré.ali finished differently, every one. 
This (indicating) is in panelling. This (indicating) 
is in knotty pine. Every one is finished differently. 

MR. WHITELEY: Tnese are for television demonstra- 
tions? 

MR. WADDELL: Yes. This here (indicating) is 
where we approve television sts. They are put in there 
and run for approximately 48 hours. 

MR. WHITELEY: Do you test every set you sell? 


MR. WADDELL: Yes, they run around 48 hours. We 


ap) 
< 
fi 


erage 35 to 100 sets being run at the same time. 
These (indicating) are service rooms. 


Over a thousand telephone cells come in throuch th: 
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switchboard. This 
printing depertment 
is the main floor fo 


store (indicating). 


(indicating) is the 


(indicating) is a car 


MR. WHITELEY: 

MR. WADDELL: 
giving away a house 
act that, we gave aw 


The CHAIRMAN: 


(ay 
ay 
co) 


company? 
MR. WADDELL: 
THS CHAIRMAN: 
directors? 
MR. WADDELL: 
THE CHAIRMAN: 
MA. WADDELL: 


Mi. WICKWIRE: 


G3. 


(indicating) is the stock room. Our 
(indicating). This (indicating) 


1 


r the stoves. The entrance to the 
YVashrooms (indicating). This 
demonstration of aerials. This 

we geve eway a couple of years ago. 
Have you continued that? 

No. There was a sroup of merchants 


up on Ottawa Street so, to counter- 


ay @ car. 


President and sole owner. 


All except a couple of other 


Yes. Very Little stock. 
They have qualifying shares? 
Tha Ls rien. 


DO You have any warehouse 


Facilities! in addition To this? 


MR. WADDELL: 


one large corner we 


tt 


approximately seven 
loader for stocking. 
Shipped in down 
MR. WICKWIRE: 
Men. WADDELL: 
and radio. 
MR. WICKWIRE: 


your business? 


Yes, we do. Back of the store in 


carloads of merchandise. We have @ 


We have to have our merchandiss 


You deal in appliances, I take it? 


Yes, White goods and television 


You have, since the inception of 
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MR. WADDELL: That is right. 

Mi. WICKWIRE: Have there been any changes in 
your buying policies since you started in business 
up to now? 

MR. WADDELL: Oh, considerable. When we first 
started there was no need, or means, to buy quantity 
purchases. Whereas, now, to compete with other dealers 
and show e profit, mturally we heve to buy in quantity 
to get price. 

Mi. WICKWIRE: You do buy in large quantities? 

MR. WADDELLY 8 Yes, Lt ie carlosds of refrigerator 
The same with television at times. : 

MR. WICKWIRE: How often do you purchase carloads 
of television sets and refrigerators? 

MR. WADDELL: Now we ere in the white goods season 
that merchandise is rolling in pretty steadily. Bach 
manufacturer will have a car rolling in, from @ car to 
two cars. 

MR. WICKWIRE: You deal in appliances, I know; but 
are they brand names, nationally advertised? 

MR. WADDELL: Oh, definitely. We work with the 
main lines. 

Mn. WICKWIRE: Nationally known? 

MR. WADDELL:. Nationally known lines. 

MR. WICKWIRE: Now, in all instances is there a 
suggested selling price on those? 

MR. WADD LL: Yes, there is a suggested list on 


all our merchandise. We do heve specials where we 


10) 


ae) 
m 
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able to buy in quantity and get a better price and we, in 


turn, pass that on to the customer in what we call 




















€ ‘ > ‘ 


9 - 4 
m 
> 
* 
7 i 
. 
ia 
ihe 
7 4 F 
i Pe eRe 
j 4 
‘ 
* 
5 
% 
* a) n 
spf 
eh 
F 
oh 4 
i 
, tes 4 
ey 
Fi 
ed 
e@ 
“ P 
‘ 
1 
i 
js 
es 
$e 





Sosa 


nt 


Bis rat as teeth ‘ can 


* 


J pions mG Hr 
i ~ l n 
} Vig : r vn a aig 
' . -~ hited 7 i 
A go Ai '" , t 7" 1 y y : A qi 4 
poi oral wit a (Ae, : TRrtetat : ay" 
y, ot pots sb inaoe. dD: satay 4 BO ay 
; A Wee : . oP tee ; : 
. ; | j i” i 7 = 
seek alla 5 hiacaled duteek dicks ales dees a : 
nap Yvd wm etieaa to bhen om eam sted Bafeste | 
- Ne. Tate eT y 
= 4 
‘Pte es Bas 5 + cy cuveies de ha Usa eR els, > 
Se ee oy lO f eWOR ~BSwe urhy: af See) 2G | Ty a 
‘ ‘ ' | 5 a oD 
{ i Wet ‘ ‘ th - 
i . ' kW nae ; j ny ‘ad 7 
f f ee ao P ie oP yar nd olen tt oe a a 
Le CHO OF SYR aw Phi hews ae otetord gihedte fds 
id / 
oll I 
Boltd 339° O27 ; 
a 
a] ry ‘ig v am P wey ys 5 7 ~ 
ee NTL Se MG OD MOx > SAIWROIW M 
7 a 4 
f Hare [rary eh iF I aay Meh riage 7 i “Th 
i a) ini sa eras i elbidi ve, Sot ae he 
bb “ : a pr 
. EZ UGLS TR Botetyel fititw eaas sAT ; 
OMS ; * + 7 
‘ 
f 
truer tree rrr ry 74 4, EY s ry “aT srr 
: (eo woe ty » ae (LAA LM 2rd 
: 
re ’ r ™ i " r ‘ 
: } 4 ee ré oat eS f aivete: J 16 
a \ “i , 
\ { 
ot . —- s A 
i Ohi, fis Ww. WOR EIIGOCAW 2 - 
Pe 
mr) The i 
2 ¢ ~ Witiot ef s8ianedsvon ) Jedi 
» wy S ne M a * 
} - a , ‘ant i 4 ic? ae 248 4 ina ' 
? . A ® . 
saxso pwt 
: P 
AORATACS m Caob Ok REOTW:. aM : 
tien es 
* ) bs ’ . 9 -_ ’ ‘ q 
4 ; fd 1 Yaa Ww Rae ute! CASE ‘rte ed Loe ‘meee 1< 
’ oe F “rh i « 
: hey Py o if “aa 
od bot a: Ad & ‘elu uk Abe: LW a? Mi ; 
Y 
: t 
vesas 4s t i 
’ 
* - 4 
ar adlolat «atl wt fea "T ~es 7 oT) VAY ayey . 
‘ ar 2 ere ke oot i aia nen LW ws M 
2 
> ; n r f os « = 
Comhl AuOGy ichiadotist 2dave 5AM, mK 
ve 
od ; 
Sate yar hb +} Sosritay Ty 
Seek + 1 | ew Shee Lf ay Ada Ne Sad b ale vAD W ais ty! 
1 ' ~~ re ) 1 ‘ 
oe ~ Bids 
SGRONl MO HIG iihiles Bares 
ee ee 
pan ee + heh ahd * he'-ioni 
COR Re Shs tae ie als mm HY s% TAY = : 
4 i . : %, nok 


of sloogy. 


Det ate vou saat 


au aa 












a var 


ae hy hia 


wg has: va teaaney a 


<eHOr aD. ents odceaiic 


AQ ee 


trade-ins. We-call' lo “over-ailowance but’ it is 
allowed on trade-ins. On white goods, naturally, you 
have a percentage of people who have refrigerators 
and trade in their old refrigerators and we pass tha 
on to our customers. We work on a percentage, what 
it costs us to operate, and what is left over is 
passed on to the customer. 

MR. WICKWIRE: Give us some illustrations. 
Take a floor polisher? 

MR. WADDELL: We started on floor polishers 
previous to July ist, 1953. We had purenased 23 
floor polishers in the eight months previous to July 
lst, 1953. From July lst to Merch lst, 1954, we 
purchased 1700. We merchandised our polishers at 
$44.95 = that is, eash and carry, they are not eble 
to put them on the books and there is no delivery. 
The same applies to kettles and irons. No commission 
is paid to the salesmen. The salesmen do wait on 
the customer when they come into the store and, 
naturally, they are shown through the store and shown 


other merchandise. it doés pay off in sales of other 


was showing a customer a polisher and sold a 21-inch 
television set to the customer. We have others. 


On a sale lest night we had people in from Sarnia, 


We run two-for-one sales on weshers. In our 
saturday night ad we run full page ads on the back of 


the Windsor Star. People come from as far away as 
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Sarnia to take advantage of these sales. We would sell 

a washer for cash and an ironer. We make our regular 
mark-up on the washer; we do not on the ironer. We sell 
very few ironers at any time. We use that for a two- for- 
one sale. 

MR. WICKWIRE: When you say you made the regular 
mark-up on the washer, did you make a mark-up as suggested 
by the manufacturer? 

MR. WADDELL: No, you have the over-allowance on a 
lot of washers. The over-allowance will take care of your 
premium and still give you approximately a third profit on 
the washer. 

MR. WICKWIRE: Approximately a third? 

MR. WADDELL: Yes. 

MR. WICKWIRE: We were speaking of flooi . polishers, 
which you bought for what, in quantity? 

MR. WADDELL: The new price -- previous to that they 
were running around $39.00, sometimes a little less, some- 
times better than that. We were getting $44.95. 

MR. WICKWIRE: What was the suggested price? 

MR. WADDELL: $54.95. We had one Hobs might mention. 
We moved 57 polishers when we first introduced it, on a cash 
and carry basis, which gave us a profit of $356.00. The 


ad cost us $24.00. When you advertise any of these articles 


MR. WICKWIRE: This was a special in G.H.Polishers? 

MR. WADDELL: That is right. 

MR. WICKWIRE: When you advertise a special do you 
have the polishers? 


MR. WADDELL: Oh, definitely. We had at one time 
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last fall, over 300 G.E.Polishers alone in the stock, 
which represents 11 or 12 thousand dollars in polishers. 

MR. WICKWIRE: There has been some suggestion that 
dealers in many instances advertised appliances at a cut 
rate figure and then do not have any,or only one or two 
when the customers come into the shop. In other words, 

a so-called nailed down type of advertising. Can you 
give us any information on that? 

MR. WADDELL: We have the polishers in stock. We 
have GeEe and two other makes of polishers in stock. We 
keep those polishers at all times. Last fall we got 
rather low on them and we pulled our ad, we eliminated 
the ad, which was only a small tie on the bottom of our 
regular ad. 

MR. WICKWIRE: Is there any of that type of thing 
going on in Windsor by competitors, of false advertising? 

MR. WADDELL: Well, I have not checked around that 
much e There was 4 small article in one of the Windsor 
papers where one store advertised they were charging 
$4.50 for a service warranty. If you wanted a year's 
service on the polisher it cost an additional $4.50. 

They were advertising the polisher at $44.95. We give 
a year's service but we will not charge it and we will 
not: deliver it. 

MR. WICKWIRE: On the larger types of appliances, 
do you do some financing? 

MR. WADDELL: We carry all our own accounts. 

MR. WICKWIRE: Would you care to suggest any volume? 

MR. WADDELL: Approximately 2500 accounts we carry. 


it runs around 350,000; 375°carried on our books. 
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MR. WICKWIRE: You say you give the customer a 


year's guarantee on every appliance that you sell? 

MR. WADDELL: Yes, on white goods it is a year, 
television-radio it is 90 days’ service. The only 
case where we would not include the service would be with 
a low discount, that is, a low price television. There 
is the odd time we have to charge the service but that 
is only on one particular set at the time, right now in 
our store. 

MR. WICKWIRE: In that instance, is the customer 
told there is. no service with it? 

WE seWADDELL, Oh, myess The salesman sells, the 
service warranty. It is up to the salesman to sell it. 

THE CHAIRMAN: They can buy with or without? 

MR. WADDELL: Yes. AS a matter of fact, the 
galesman's commission is only half if he sells without 
that service crea 

MR. WICKWIRE: Are the salesmen on salary plus 
commission? 

a 

MR. WADDELL: Salary plus commission. 

MR. WICKWIRE: How many salesmen of your total 
staff do you have?, 

MR. WADDELL: We have seven salesmen working on 
the floor. We have a staff of 50 people. 

MR. WICKWIRE: And -- 

MR. WADDELL: Seven salesmen on the floor all the 
time, plus the sales manager. 

MR. WICKWIRE: How many of the 50, do they work in 
shifts? 


MR. WADDELL: No, their regular hours. We close 
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at six o'clock in the evening. 

MR. FAVREAU: The others are the servie men and 
the truck drivers? 

MR. WADDELL: The.others are the service men and 
truckers and credit managers. 

MR. WICKWIRE: What, in your opinion is the beggest 
factor in creating 4 sales volume, is it creative selling, ° 
so-called, or is “lower prices? 

ME. WADDEDLU: Well, it is creative selling right 
now. We do considerable advertising. We are in the 
local papers every night in Windsor and on the radio 
station there. Approximately a month ago, we started 
doing, more or less, institutional advertising and 
advertising 1954 merchandise instead of -- we have a 
particular make of refrigerator of which we have quite 
a stock of 1953 models. We give $100 for old refrigera- 
tors or ice boxes, or $100 off the list, which is not a 
regular discount. 
* This is the back page of the local Windsor Star. 
We started advertising ih our Saturday night ads, the 
new Frigidaire, the new Crosley, with the cooler on the 
door. 

MR. WICKWIRE: Perhaps you would like to file those 
as exhibits? 

MR. WADDELL: They did not work out the same. 
These are three different pages (indicating). 

THE CHAIRMAN: We will mark those as exhibits. 

MR. WADDELL: This advertisement of April 24th 
is advertising the polisher. 


THE CHATRMAN: Is this the Windsor Star? 
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MR. WADDELL: Yes. We start with the Ice-Maker. 


The Frigidaire, Westinghouse. We ran these ads three 
Saturday nights ina row. 

THE CHAIRMAN: The prices of these are all the 
manufacturers! suggested list price? 

MR. WADDELL: Yes, with the exception of the 
polisher and the kettle. 

These three Saturday night ads did not draw the 
same as the specials we have. The last few Saturday 
nights, we have run two-for-one ads which brings our 
volume back. 

MR. FAVREAU: You sell two items as one unit, 
for one gZiven price? 

MR. WADDELL: The washer, we give the ironer,. 

THE CHA TRMAN: These three pages of advertising, 
described as being from the Windsor Star of April 2h, 
May lst and May 8th of 1954, have been filed together 
and will be Exhibit T-5. 
~--HXHIBIT T=5: Three full page ads of Waddell 

Sound and Radio Limited, the 
Windsor Star of April 24, May l, 
and May 8, 1954. 

MR. WADDELL: Here are the following Saturday 
nights, May 22nd. 

THE CHAIRMAN: That is a different type of ad- 
vertising? 

MR. WADDELL: Yes. 

THE CHAIRMAN: That is what you call the tw-for- 
one? 


MR. WADDELL: Yes. 
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THE CHATRMAN : hen you say two-for-one, do you 
mean you put the full price for the large item and they 
get the other one free? 

MR. WADDELL: Yes. Here is the washer here. 
(indicating). 

MR. FAVREAU: They get it automatically? 

MR. WADDELL: Yes. 

THE CHAIRMAN: Are those both May 22nd? 

MR. WADDELL: No, the previous Saturday as well. 
This would be the 15th of May am. thateis the 22nd. 

THE CHAIRMAN: Two pages of advertising described 
as being from the Windsor Star, bearing dates May 15 
and May 22, 1954, filed and marked as Exhibit T-6. 
~--EXHIBIT T-6: Two full page advertisements from 

the Windsor Star of May 15th and 
May 22nd, 1954. 

MR. WICKWIRE: What effect, Mr. Waddell, does 
selling a branded, nationally advertised article at a 
discount have on that article? 

MR. WADDELL: Ido not think I understand, what 
is that now? 

MR. WICKWIRE: Does the fact you sell a nationally 
advertised brand of appliance at a price under the 
suggested list price have any effect on the reputation 
of that article among the customers? 

MR. WADDELL: Of course, brand names. My feeling 
is, merchandising in volume is using brand names. That 
is all we handle, brand name merchandise. The customer 
has confidence in them. 


MR. WICKWIRE: He has confidence in it? 


" a * : “o : 
a ‘ a A Ty 
+ » 













T } : ~ 
" ‘ Pine a 7 ~~ a 


45 adeno? soit ee 

















fs ot 210 






28 
oma 









; + & 4 > U =| 
a¢ ~ 1: ame? cute . 2 ’ eS P * 1 ’ i 
| . «Pet Gateart ode es ree Og 3 ate ui Wa 
ry a ee Oe ; , 
. r . F 
_ ae ae 
. : “laniy go lit )- 
) 1 . x ‘ - - i 
: 
, f , al Wie TPA P A - 
Lb ige31 264 SOUNT  SUASMVEAT A 
4 " i 
“ae ag hg + Ur ~— 
a ibe t ee te PAL} su 
. 
2 Oy : if ate! 2:MaMAT AMD GH 
: — ie if ,.OW ! + DIRCGGAW Ax 


4 , f iy 
J : i - ~ ¢ 
\ ' 4 ? ry Ai? 1 ih } we gty! 
«Va ‘ he vw! * 
' ; ; I yt i ie a 
' ‘ a. a ' pe) A © 
; } Li Rt? J P ¥ ’ Bae 
s dh ihe. stn . ri, , * iF Areehe 
. 
' 
x , 
} ky cope ~ 
5 1. ; *4 Z j= £ i ioe 
f anor Y 
; ty wit a 
mn 
\ 
. ‘ 
‘ 
Pe * 
: ’ bh ~ , . 7 
a ’ | . ~ ‘ } 
J " , ' e ? ay 
= Weer 
ie ¥ q vt } lel ‘ 5 » » ! 3 em oe 
; 
| ’ . +” 7 iy 4 a 
e i wid he v es a? Ce de Bh 
; a 
7 7 aw eT 
ea ‘ ‘ " (ea x @ fle 


\ 
. sero 4. - 
} , { , : i F { 
v - 4 * ol i 
| 4 z + bey say i ° m " a ” BL aii ~ Lee - 
es re ra a Ye Setaliggs 20 Baar baefiidtevis 
; a 

; ’ ¢ at i. 

i Me tte [OA ove eo hen Tell Sesaoentue 
° 
Paw Fe ( P, V 


‘ geten ei soonlov af syialsakdoren, et 


ibewiesda ena ‘bontd (ett Piast ew ile et 


1 wate at ‘potias Maite as Sed o ; 





roue Diao «ml oF snarew = 





707. 
MR. WADDELL: That is right. 


MR. WICKWIRE: Does the fact that the customer 
can purchase that article below the suggested list 
price shake his confidence in the article in any way? 

MR. WADDELL: No, I would not say sO. 

MR. WICKWIRE: Would you say he is happy to be 
able to purchase it at a reduced price? 

MR. WADDELL: Oh, very definitely, they are 
happy to get brands at that price. 

MR. WICKWIRE: Is the customer misled in any 
way by purchasing it at a reduced price? 

MR. WADDELL: Well, we stress in the Windsor 
paper the particular article we are advertising. We 
might show a particular refrigerator and advertise it 
at $259.00. If the picture of the refrigerator is 
that of another model, we will state the model we are 
advertising is number so and so and that its price is 
$339.00. We carry that in our ads and stress the 
truth in advertising. We generally try to bring that 
right out because there is a lot of misleading adver- 
tising. We have that down in Windsor, misleading 
advertising. 

MR. WICKWIRE: That is the point; is there some 
misleading advertising, and what are the types you know 
about in Windsor? 

MR. WADDELL: Well, we had one dealer down there 
started, more or less, a club. If you paid $50 you were 
supposed to be able to buy merchandise at wholesale 
prices. It did not work that way. The prices might 


have been wholesale prices in 1953 when the merchandise 





‘Lames aus aly: xm 







*, { 


See a bee denne vid wo, tnd elit: 











- 
” ie 


















cae Tew Une BE oLoteae Wet att’ ode bY ‘wast ald ‘hess ap 
+ : s ‘ eal ¥ — 

a : mY vee Aue : : ial 
- sO8 yes toe Wired. Ton) tds seaaaw fm. “ 
| : a ¢ ‘ var a 


A 28 Oe NCCES sf tele dee aloe ‘RT ¥E sw SM i 
j ; ! ; ee ' 


ar SO OMT DOOE BoB P2 pgadozuy Of eldp 6 





rl Me + Pre a ae ; cy if fF 
i = PY eots SR SOD AY , ar 6 thie uid ge vg » Sue AL 
- ' : 
=e 4 i 
. ‘ a \t ‘ n ye a oe oe - , 
as soos “ih J =xip 8 aD RS td ft BS rd Y ocan 7 
it ; »E™ 
‘he 
teh : bt ‘ es oT °F Tw es 
3 qs 7 Mae Cbd ORE Rak :SeIWa iW ovine 
les ‘ , t 
‘2 : : ' 
; ' “ set “ ~ § ¢ Pep rocp he sen ' ’ 
; . : : 4 Ja 5 ge Pe wu ' it &@ S20%4 “ V1 a 
of , ae 
a > 
’ . , i 
Ait — _ 
¢ : De a Oi Liew Tae AW YAM 
‘ , 
¥ . po 7 ~% x ¥ Lf 4 he AF J SSE f; “L & > eat 1e¢ 
' =" , 
t Jetin) ie. Vatie seam re tte ‘) 7 » ag wor eva Love hk ‘ wy ain pene i “4 2 
: Deere pe Cet Og. ote Pe TE aL ae ENT SOD Pe: ey ol, : 
A 
he 
BS 
poy 7 ~ 2 na 
: Pietra. t Peele Pa Lt wt Nhe.) 
> 7 i 7 — bo he 
i ; ry i eae bere oh 
Kh ‘ pI a ww AT ‘ Cah ee Re ¥ al ¥ oe 
| 
\ / 12 ; 
ral t nm Ne eer’ ‘ ‘y aw 0 are 
oes Le ‘ « i 
PEE 
i ‘ b %e et repre 
i } « i Van 4 aS 
y 
i 
‘ - ‘ . ‘ ’ f . he oe ; 
ahs ee j bh i) eee ; reayi F ¢ en, OR fot 
el By ais ri 6 Af. otedy ennesed: fia tisit -~ 
; ’ 
ies, 
F i if P re Fi * «4 { wy ooh ee P 
4 x + io es Be .¥ ov £ ; ny * PRLeLT v 
r ce 
> 
oe * ~~ ° 
; “2 chi. Peis te Hh BS ee 2 
~ h 
1 * 4 - x : 
“ i : f d . i) Tie dl : 
c t We ea hess d . Li ae LW «He 
I 7 i ‘ i] 
i. : 
_ emai pw chyhes nity im A +S s ote — : t+. : " 
Tt " ‘ 14 +& es + ae ~ wah pe GE. ; ~~ ‘i 3 Pah uy pi) Pie S t om g oho? id me asd wh boul he } wees eLetin y & 
a i D ‘ ray ia OO Ane 4 , 
: i i ; i OM Ed , ; ; 
Vaan : ee Tie A ' on, bOAP 
rae | | Setin bet ct teode 
i ; , ‘ 
‘ ‘ P 
; j i aoe ¥ a - @ t 7 
ey + “ue He | m. < 4 ~ — 4 ; i. r == 
" etd abt iL ae cae, wa) Ae as" ft Se § di aad ‘Liaw <a a 


HLee aoy 30 »dpio sb Posie =o oe bapisinad 
fu qugheq est yaw Ged? stow ne ORb: cane 
| | ee caes 


a ett sage €20 ou seung hioaas xsie, 
: bth er bp re area ny 


. 


708 . 


came out but now the articles are specials. He was 
making a very good profit on the deal. It did not 
last very lone. 

MR. WLICKWIRE: He advertised that fact in the 
papers? 

MR. WADDELL: Yes, you had to pay 50 to join 
and qualify, and then for a year you bought merchandise 
at wholesale prices. Sut gener Say, 1G was -tbhe original 
cost from months back. 

MR. WICKWIRE: Do you know of any roe eences where 
dealers vhavesvoffered appliances for sale, and, then, 
when the customers have come into his store they find 
only one article with a “sold” tag on or something 
of that nature; and then, they try to sell them. other 
merchandise not advertised? 

MR. WADDELL: The salesmen sometimes do that. 
You may have merchandise on the floor at a low price. 
Take television, we have a particular make which sells 
at $199, for which you have to buy a base and pay extra 
for thepservice. 

MR. WICKWIRE: You have the machines? 

MR. WADDELL: Oh, definitely. But the salesmen 
are selling, if at all possible, a console at 3299. We 
will be, more or less, trying to nurse those 21 inch 
sets. Possibly we had 15 in stock, whereas we have a 
much larger stock of the onan which is a better 
deal for the customer anyway. The console set, amongst 
other things, has a large speaker. 

MR. WICKWIRE: What did you do when it was per- 


missible for a manufacturer to set the resale price on 
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his products? 

MR. WADDELL: Well, then, it was more or less 
demand for merchandise at that time. We had the cus- 
tomers. Now, we have to go out after the customers. 

MR. WICKWIRE: Go out after the customers now. 
It has changed froma seller's market to a buyer's 
market? 

MR. WADDELL: Very definitely. 

MR. WICKWIRE: Did you ever deal extensively 
in trade-ins or allowances? 

MR. WADDELL: We have an awful lot of that down 
eee especially in television. We have been in the 
television business about five and a half years now, 
approximately that time, since television started in 
Windsor. We started with our 7 inch sets, 10 inch, 
12, A a a I would say today that we have trade-ins 
in eight out of ten sales. 

MR. WICKWIRE: You are taking an 8 or 10-inch 
Sotrin Tor Zl—inchy seo? 

MR. WADDELL: Yes. 

MR. WICKWIRE: You make an allowance? 

MR. WADDELL: Yes. That is the way a lot of our 
Specials come in. We buy the old models of television 
sets -- we will have our new models, approximately the 
latter part of July or August -- and we are able to 
alaewe in some cases, maybe $200 for a 10-inch set. A 
10-inch Re of course, is not worth that amount of money 
but we are able to allow that. I think the sets carry 
a list price of $499 -- at least, that is what they were 


when they were first introduced -- and we are retailing 
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them now, with a trade-in, at 3299, so we will allow 
that for a trade-in. 

MR. WICKWIRE: Your customer is getting an 
advantage? 

MR. WADDELL: Oh, definitely. 

MR. WICKWIRE: Has there been any increase or 
growth of dealers or outlets in your area in the 
appliance trade? 

MR. WADDELL: Yes. Windsor is similar to all 
the other cities. Any vacant store, an appliance 
store took over. 

MR. WICKWIRE: In any vacant store an appliance 
dealer took over? 

MR. WADDELL: That is right. Some of them have 
gone by the wayside now. 

MR. WICKWIRE: The new appliance dealer? 

MR. WADDELL: That is right. 

MR. WICKWIRE: Can you give us approximate 
figures of the number who were in the business when you 
started and the number today? 

MR. WADDELL: No. I would not know what the 
figures would be on that but I would say there is an 
increase of maybe 60 percent, 60 to 75 percent, the 
increase in the number of appliance stores. 

MR. WICKWIRE: What reason can you suggest for 
the tremendous increase? 

MR. WADDELL: Of ees everybody, when 
television came along, figured they were going to get 
rich on television. There was a big demand for it, and 


the same for refrigerators. There was a shortage right 
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after the war of refrigerators. The demand for tele- 

vision sets has tapered off, as has been the case with 
refrigerators. That is why we have had stores going 

by the wayside up there in Windsor, 

MR. WICKWIRE: There was a big demand for it. 
Was there anything else? Did the price have anything 
to-do with iG, your suggested price of these articles? 

MR. WADDELL: Not after the war there was not. 
We were getting $299, plus service warranty, for 7-inch 
television sets when they were first introduced. 

MR. WICKWIRE: Why are not you getting that today? 

MR. WADDELL: Of course, for 3199 we have a 2l- 
aneh set. 

MR. WICKWIRE: Today? 

MR. WADDELL: Yes. 

MR. WICKWIRE: Why are not you getting it on the 
smaller one today? 

MR. WADDELL: There just isn't the customers to 
want to tie that amount of money up in a 7-inch set. 

THE CHATRMAN: Does anybody want a 7-inch set? 

MR. WADDELL: It is surprising the demand for 
them at $39 or $40. We seldom have any in the store. 

THE CHAIRMAN: You re-sell these trade-ins? 

MR. WADDELL: Oh, yes. We rebuild them. We 
have our own spraying rooms, drying rooms. 

MR. WICKWIRE: What has happened to the new 
people who have gone into the appliance business, are 
they all doing well? 

MR. WADDELL: No, I would not say they are doing 


well. There are different factors which would make it 
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difficult for them. They have not the experigce or 

the money behind then. They handle their papers through 
finance companies. The finance companies are tightening 
up, which is one big factor. The finance companies are 
tightening up and watching their credit more closely. 

We are doing the same thing. We are very tight on our 
credits. 

MR. WICKWIRE: Would you say there are some in 
your area who should not have been in the business 
anyway? 

MR. WADDELL: I would say yes. 

MR. WICKWIRE: Would you care to give the 
Commission any idea of the volume of business that 
you do? 

MR. WADDELL: Well, it is considerably over a 
million a year. We have a population in Windsor it- 
self of around 120,000 and the surrounding towns bring 
it up to around 170,000 -- that is within a radius of 
about 50 miles. 

MR. WICKWIRE: Have you ss Since you have 
been in poe ineds sold any appliances at below your 
laid down cost? 

MR. WADDELL: There might be the odd one where 
we have purchased merchandise and the price has come 
down. There would 7 on some of the merchandise on 
the tome but, mot buying the merchandise and then 
selling it at below cost. 

MR. WICKWIRE: Would you regard it as distress 
merchandise, you were over-stocked, something of that 


nature? 
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MR. WADDELL: We have had one television compan y 
which took a terrific drop on price and we had some of 
that merchandise on the floor.:- No doubt we paid more 
for that. 

MR. WLCKWIRE: You had to sell it in order to 
move it? 

MR. WADDELL: Yes, because we would be making 
purchases from that company on the new prices, so, 
naturally we had to sell the merchandise on the floor 
at the new prices. 

MR. WICKWIRE: In instances, you have sold 
appliances as specials at a loss on cost in order to 
direct traifie into the store? 

MR. WADDELL: No, we do not merchandise that 
waye 

MR. WICKWIRE: Pardon? 

MR. WADDELL: We do not merchandise that way. 
On the polishers and kettles, we are getting as close 
to our cost as on any merchandise we oe and that 
1s Still giving us @ Certain amount of prorit. 

THE CHAIRMAN: You mean, Mr. eats Vi the only 
occasions on which you sell at a price which is below 
the laid down cost to you would be cases im whichiyou 
have to do that in order to sell the article at all. 
What I am getting at, you do not adopt as a Soe 
even in single instances, the practice of selling a 
certain article at below your laid down cost? 

MR. WADDELL: No, we do not adopt that policy. 

THE CHAIRMAN: Only in the type of case you have 


mentioned, where you have acquired a number of articles 
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Tiles 
and the price of them has dropped? 


MR. WADDELL: That is right. 

THE CHAIRMAN: You are stuck with them and you 
have to unload them? 

MR. WADDELL: Yes, that is right. 

MR. WICKWIRE: Just one more question, 

Mr. Waddell: What is your cost of doing business, what 
mark-up do you have to have as the cost of doing 
business? 

MR. WADDELL; Ido not know. It is over £0 
percent. I would not want to divulge it. It is well 
over 20 percent. 

MR. WICKWIRE: Thank you. 

MR. FAVREAU: ~You meet that cost of operation 
and make a Fe notwith standing that you give this 
allowance on these trade-ins? 

MR. WADDELL: That is right. 

THE CHATRMAN: What do you regard, Mr. Waddell, 
as a normal gross profit on the sale of articles of 
this type? 

MR. WADDELL: We are running around -- down 
around 30 percent right now. 

THE CHATRVAN: 30 percent of your selling price? 

MR. WADDELL: Yes. 

THE CHA TEMAN: A while back you said something 
about having over-allowances which enabled you to sell 
below the manufacturer's list price and still have about ° 
a third? 

MR. WADDELL: That is Pignt. 


THE CHAIRMAN: Did you mean a third of what you 
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actually sold at? 


MR. WADDELL: The overall average runs about 
30 percent. There are cases you are running at 33, 
34h on some items. 

THE CHAIAMAN: After eliminating these over- 
allowances you speak of -- 

MR. WADDELL: Premiums. 

THE CHAIRMAN: -- the price at which you would 
sell would still allow you 30, 33 percent on your 
Selling price as gross proft? 

MR. WADDELL: That is right. 

THE CHAIRMAN: That is wht you regard as a4 
nomal mark-up? 

MR. WADDELL: We are back to about 30 percent. 
Three or four years ago when you sold a television set 
you also sold a television aerial. Now, we are giving 
them away. It is coming dow all the time. It keeps 
dropping a little, but the gross is around 30 percent 
nOWe 

THE CHATRMAN: In these advertisements from the 
Windsor Star there are some fairly substantial premiums 
or extra articles given on your two-for-one basis? 

MR. WADDELL: That is right. 

THE CHAIRMAN: Does the combination of the two 
still allow you 30 percent on the gross? 

MR. WADDELL: Approximately, yes. 

THE CHAIRMAN: Even though there is no charge 
for one article at all? 

MR. WADDELL: Yes. We do not figure on making 


a profit on the ironer which we give with the washer. 
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We have the profit on the washer. 

THE CHAIRMAN: Would you still have 30 percent 
on the two of them? 

MR. WADDELL: Our gross is running around that, 
taking the gross of the overall business. That takes 
in service. On our gross volume that is what we are 
running at. 

MR. FAVREAU: In your advertisement of the 29th 
of May you advertise a 1954 21-inch television model, 
original price $349.95, at $199.95. Is that a manu- 
facturer-promoted sale? 

MR. WADDELL: Yes. What has happened is that 
the manufacturer has unloaded a few hundred sets a few 
weeks ago. As stated in the ad the base is extra -- 
that is $23.95 -- and also the service warranty, which 
on a $199.00 set would be $15.00. 

THE CHATRMAN:.. You. buy in fairly jarge quantities, 
do you receive a sufficient reduction in price from the 
manufacturer or is it because you get a sufficient re- 
duction in price from the manufacturer that you are 
able to do these things and still have a 30 percent 
Prose. proria? 

MR. WADDELL: Oh, I would say yes; in most cases 
yese 

THE CHAIRMAN: 30 percent or 33 percent gross is, 
I think, usually looked on as the normal mark-up without 
any gift merchandise? 

MR. WADDELL: You will not get that on your 1954 
merchandise. You will not have an over-allowance to 


end up with your gross profit around the 30 percent 
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mark. When we were advertising our latest models of 
Philco, Westinghouse, and Servel refrigerators, you 
did not have enough in there to have an over-allowance, 
to give $50 or $75 for an old refrigerator. 

THE CHAIRMAN: On the new merchandise for 195k, 
buying in quantities, do you get a better price? 

MR. WADDELL: That is standard Dora Be dealLevea. 
If you buy 25 units, you get a certain pagrte but if 
you buy a carload, you get a better price, but even 
then you may only have $40 or $50 to give for an old 
ice pox “and Still have “your profit. 

MR. WHITELEY: Mr. Waddell, do I understand it 
correctly, that all of the advertising you have done so 
far Nes beens On the major itens, the List price of the 
manufacturer? 

MR. WADDELL: We advertise his suggested list. 

MR. WHITELEY: I notice in this advertisemmt 
of May 8th you have an advertisement for a Frigidaire 
stove and it states, "$299.75 and your old range". 

What is this $299.75 price? 

MR. WADDELL: On that particular model, that 
would be your list price on the range. 

MR. WHITELEY: What has the old range got to do 
with it? 

MR. WADDELL: Well, in a lot of cases, unless 
that is a $339.00 -- If that is a $339.00 -- 

THE CHAIRMAN: You might check it with the ad, 
Mr. Waddell. 

MR. WADDELL: JI am not sure of that model. 


THE CHAIRMAN: That one might not be the list 
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price? 

MR. WADDELL: It could be the $339.00 model. I 
jug taforget the: price.of. that. 

MR. FAVREAU: That is taking into account about 
$40 aS a trade-in for the old range? 

MR. WADDELL: That is right. 

THE CHAIRMAN: It is likely, then, in that parti- 
cular instance, the Frigidaire stove advertised at 
$299.75, that the $299.75 is not the actual list price? 

MR. WADDELL: JI would not say. 

THE CHATRMAN: I was thinking the form of the 
ad would seem to indicate it was not the list price 
because you would not ask for the old stove as well 
as the list price. 

MR. WADDELL: No. I think it is $339.00. That 
is correct, $339.00. That is what I thought. 

MR. WHITELEY: In that particular instance, 
the price was not the suzgested list? 

MR. WADDELL: No. We have $40 in there for the 
old stove. 

MR. WHITELEY: .Do you think your policy of giving 
these specials, by adding on another item or giving a 
trade-in of the size you have indicated, produces the 
result in the mind of the consumer that a difference 
in price would? 

MR. WADDELL: You have copies of three ads we 
ran on Saturday nights. We are in the paper every 
night but on Saturday nights we advertised the newest 
refrigerators -- that is, your two-way Philco, Frost- 


free Westinghouse, etcetera. We tried that for three 
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Saturday nights in a row and our volume was down on 
Monday. Our volume on the Monday ordinarily runs about 
two-thirds of our Saturday business. The last two 
Saturdays we have swung back into this other type of 
advertising because our salesmen requested us to do so, 
they were dow. It is much better. We are going to 
this two-for-one, as we have done before. We went to 
this deal on Saturday night; of course, we are in the 
DeeMie very Trent bur onl p Hors: 55 G7 eo Lumns, 

THE CHAIRMAN: You mean, your experience indicates 
this type of advertising, which you call two-for-one, 
ue more attractive to the purchasing public than the 
other type where you advertise a new machine at the 
regular price? 

MR. WADDELL: Yes, easel. in the way times 
are now. A couple of years ago I would have been out 
ef the appliance business if I thought I had to mer- 
chandise the way I do today. I started with service. 
We stressed service. When we first got television, 
we brought chaps out from England who had experience. 
We brought all our technicians from England and we 
stressed service and built our business on service. 
But, that has to go by the wayside now. Our customers 
want to be able to buy the merchandise at our place but 
they want the same price at our store as they can buy it 
from a small store that does not provide service. In 
some cases, we may get $10 or $15 by stressing service, 
and some people will pay it, but some will not. 

MR. WHITELEY: Are your competitors selling mer- 


chandise at less than the list price? 
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MR. WADDELL: Yes. We try to get as much out of 


the bill as we can but, in a lot of cases, we have to 
turn down the sales because we have that cost of service, 
we have to stand behind our merchandise. The population 
of Windsor is only 120,000, which is a little different 
to merchandising in larger centres. 

THE CHAIRMAN: Thank you, very much, Mr. Waddell. 
I would like to express our appreciation to you for 
coming in from Windsor to express your opinions. 

MR. WADDELL: 2 Sm sorry I could not make it 
this morning. They did not raise the ceiling more 
then 300 Téeet at London and IT had to.do a4 little 
scooting to get in. 

THE CHAIRMAN: Have you any other comments you 
would like to make before leaving? 

MR. WADDELL: Ido not think so. 

There was another copy of an ad. This is a copy 
of the Centennial ad we ran, which might be of some 
interest. It is not merchandise. This is the first 
6dition. 

THE CHAIRMAN: This is not an advertisement of 
your merchandise? 

MR. WADDELL: More or less as an institutional ad. 

THE CHAIRMAN: I think we will mark it as an 
exhibit, page from the Windsor Daily Star entitled 
"Waddell's Centennial News", Saturday, May 15, 1954. 

That will be marked as exhibit T-7. 
---EXHIBIT T-7: Advertisement of Waddell Radio 


and Sound in the Windsor Daily 
Star on Saturday, 15th May, 1954. 
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Wake 
That will complete then, the presentation by 
Mr. Waddell. 
We will have a short ee at this time. 


---~ A short recess. 
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Tee s. 
Delegation from: The Canadian Association of Radio- 
Television & Appliance dealers 
and 
The Ontario Association of Radio- 
Television & Appliance Dealers Inc. 
COMPRIS ING: W. Hodgins, 
i. Fe. Black, 


Re Ca. G. Wilson. 


THE CHAIRMAN: Gentlemen, the hearing will 
resume. 

This is a presentation on behalf of the Ontario 
Association of Radio-Television & Appliance Dealers Inc., 
who very kindly stepped aside at two o'clock. in order 
that Mr. Waddell, who had been unfortunately delayed 
this morning, could make his presentation this after- 
noon. 

We would like to have the names of those 
appearing on behalf of the Association. 

MR. HODGINS: Mr. Wilf Hodgins. 

MR. BLACK: EH. F. Black. 

MR. WILSON: R.C.G.Wilson. 

THE CHAIRMAN: For the Ontario Association or 
the Canadian Association? 

MR. HODGINS: Both, sir. 

THE CHAIRMAN: Are you presenting the brief, 
in the first instance? 

MR. WILSON: Yes. 

THE CHAIRMAN: The practice we have followed is 


that the brief be read with whoever is reading it 
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making comments as it is read or at the end of the 


Then, any other members of the delegation 


may make such comments as they see fit, and then we 


will ask questions. If there is anything you wish to 


say about any particular part of the brief you may do 


so when you come +bo 1b, ,or aiter you. finish, 


MR. WILSON: Thank you, Mr. Chairman. 


"This Brief is submitted by The Canadian 
Association of Radio-T elevision & Appliance 
Dealers and The Ontario Association of 
Radio-Television & Appliance Dealers Inc., 

- the latter Association is a Provincial 
Component of the Canadian Association. 

What, a6 ei Loss leaders — Ii ie, difficult 

to obtain agreement among the retail dealers 
as to the definition of a Loss Leader. While 
there is a practical difficulty in creating 
SUCH. oS) G67 Di tion bhere i6, mevertheless a 
general understanding of this phrase within | 
the trade: assa devioe which involves a 
selling practice tending toward vicious com- 
petition. In this submission- the word 
'dealer't will be frequently employed and 

it would be well, perhaps, to define what 

we mean by that word. By ‘'dealer' we mean 
any person or company engaged in the sale 

of radios, Television Sets and Electrical 
Appliances generally, at retail. 

Price Structure 


It is perhaps not generally understood that 










“sa 


Tek ten * ca 
Tal dt. ‘to. se, ng 
s< tia ae 


noltene ach othe ne 





‘Sa, 





ole a as 









i ; : A 7 oq de 
1 hee I: falw wos AR inte "Ah _ aT anata 
A ‘ : nv i x 

ob Yel wey Feria sa7,,26 ied 
a, 
i e d 
atl : Jt bel? pow “er te to ae oF 
, 7 i - fy 
oa tet ted” et (Ou wae? © S70 





Reh ean aid’ en PA eae pag ” a> * 7 wtiam 
TS say Ou er) y f Miay End 4 ~ an Se t yizd ELoT i 
@ 
ced - is Sm & aeet ae =< f “ p 
rye iN oreivdeioa FxoLrben to nold stoosed 
= 4 f i 
4 - > * ts ~ ~ s; gé 
ice) I Cyt Te nO Ls: oa at aTacleet! 
. ; 7 
- - wie ‘ - 
ve ae , Ay oe Deep t j foO.A Iv el att efi 
* = 7 
ait ; 5 : 
1 = : f 5 L ' ¥ Z "i i ram £ i = i an @ 
. 
' s 
; 
a » . \ . F he & P haw Ow OW se of 
‘ : ‘ 
ns { 1) de 6 2 —y 5 ed ON ae eee ait: j 
hae \ ‘ ee f ‘ “ "i i nt 7% is PSs 5 - 
, BO Sisk AA <A 
fi} t : ua 
) i . 
| ' : ait ' {Op f ¥ ¥é vf ih ty it Oy) 
oS ae 
(he ‘ ; 
= . r ‘ a 
Leal » fe = . i pitieny ant ofovee 
\ ‘ 
‘, 
a) 
= “ ‘ ' 
dei? <2 é Pde 2 Sig a Osi 
Ms 
¥ s . 
; ayy hi 
; t de SARA GN qr i 4S See et oe LET 
: ‘ P 
- fA a", 40 AL Sy 6k hed OL 
oe f rs W 
% ‘ Hl due ee | rae. a - ‘> 
: ~ a v om \ = ak ws be ae aw 
‘ 
4 
7 
- +P “7 my r er ef s 
a “ TSP pie Je / i 4 1a Bah 7 ) Dt at he hha yee Paar 
es 
. a i f 
- 7 t a ‘ r 
: . ) (Lee LAE Sa}Q art SOL TI 
ae hi - 
+ 
F , 
; nity Tahun? ed Lite twarass* 
. fay & ? 
a A ref oy bea . Prabd a aT on 
of A Me Mere, ad Bs! x} ¥ a4 tev ed mare 08 ) f 
} ; 
i as ae 
oy ff ” “> igeaen , 
wre +i Py, ee ung Py ee cd ‘ee ary ay ( 
y 
' S Y oP ) 
d fa rch ~ “ “ x 
tal Bomagns Yapgaop wo noeted whe : oy 
¥ ' ’ y , id : La * 
«4 ie _ Pa ee j r od \ 
$128 Man etoe nob & LvS4,@ pOsENS bod 


, ce 
‘ 
* x 


RA ARIST OB: ¢ vider es ons hy 


ROOK atiqqs 


ree Ne 


a a ity’ sadn (ie 
; dolore ae 
re 7 SDiW 


ette ree pei | aso iad 


- 





tC antes: ae avea” 


eaae “yoy nsw a8 











V rd 


Ree 





















iy 


“ i : j 


i 


- A 
7 a; 7 te 
- ros 
m4 7 







7 


va 








7 
on 
Ul - ' 
a) 
tf i 
ee 7 

7 


Tek. 


"prior to the ban on resale price maintenance 
dealers at no time adhered too closely to 
the Manufacturer's suggested list price. 
This is not to say that all dealers ignored 
suggested list prices, but the sale of 
electrical apoliances generally at lower 
than the suggested List price was frequent 
and widespread, particularly when the dealer 
had a surplus inventory. Perhaps the main 
difference between the situation at that 
time and that of to-day was the fact that 
then cut prices were not widely advertised, 
whereas today they are. Moreover, today's 
advertising of appliances generally involves 
a considerable amount of misrepresentation 
in advertising of what is known as 'Nailed 
Down' goods, and other forms of advertising 
that tend to be misleading and fictitious. 
"Nailed Down' merchandise refers to an 
article in the store bearing a 'sold' tag, 
and one which is advertised in the paper at 
a very special price, which, as a matter of 
fact was never intended for sale. This kind 
of advertising is becoming so frequent that 
it again is destroying the buying public's 
mind, and seems to be destroying confidence 
in all dealers. Ef all dealers were made toa 
advertise honestly and a heavy penalty im- 
posed for misrepresenting their merchandise 


it would be the first step in helping to 
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"improve our condition, 

When a responsible dealer finds competi- 
tors indulging in advertising practices 
which he considers unethical and even de- 
Signed to mislead the public he, naturally, 
turns to the manufacturer for some disciplin- 
ary action, as not only his status as a 
dealer is involved, but the good name and 
goodwill of the manufacturer as well. This, 
however, today, usually proves to be a source 
from which help is not available. The reason 
for this is that the ban on Price Maintenance 
has made the manufacturer normally fearful 
of removing his lines from a dealer's store 
even because of misleading advertising, poor 
service, and many other legitimate reasons 
other than price-cutting. The manufacturer 
tends to fear that any action on his part 
would be attributed to the dealer's price 
policy and that the dealer would charge him 
under the Combines Investigation Act with 
attempting to interfere with the dealer's 
resale price policy. It must be realized 
that the disappearance of Price Maintenance 
took away a familiar guide to the buying 
public and this has been further complicated 
by the public's inability to judge the wide 
variety of prices on merchandise offered to- 
day. A specific example might be two Tele- 


vision Sets made by the same manufacturer 
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"and even bearing the same model and type, 
but varying considerably in their performance. 
Not being familiar with the details of con- 
struction involved the public has little 
chance of assessing the value of the two 
sets when there is such a discrepancy in 
price, as the” best seu of the Uwo mignt ‘be 
olrerea "lor Sale at the “Lower price, even 
if the buyer saw the sets at two cut-rate 
dealers! stores. 

Service 

One aspect of the current situation is 
illustrated forcibly by the number of tele- 
phone calls that have been received from 
the buying public at the offices of our 
Association. Invariably these telephone 
calls originate from purchasers who have 
bought equipment on which service is impor- 
tant, and, who, on application to their 
euv-rate dealer for service, are informed 
that the purchase price was so low that the 
dealer is not prepared to undertake the pro- 
vision of any service. This regrettable 
development from a service standpoint is 
also highlighted in another way and that 

is the increasing number of dealers who 
have gone out of business as a result of 
the competitive price-war in which they 
have been engaged, being obligated to meet 


competition. This means: that the very 
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large number of people who have purchased 
articles from such dealers are deprived of 
their nora source of service on a line of 
merchandise which in general does require 
Service. | This. Of course, particulariy 
applies to Television Sets. To confirm our 
statement on the number of dealers going 

out of business it might be well to mention 
that the Association*s 1954 Convention ..." 

which, incidentally, was held on the lst of May. 

"..emailing list resulted in some 75 returned 
notices, which could not be delivered because 
of the fact that the addressees were no 
longer in business. 

The combined impact of deterioration in 
service by many cut-rate dealers and the 
current price war has produced a most un- 
fortunate effect on the buying public, and 
not unnaturally the public has tended to lose 
faith in our ethical dealers, partly because 
of their inability to obtain adequate service 
from the dealer from whom the purchase was 
made and partly because of the lack of any 
criterion by which to judge merchandise 
offered for sale. To return for the moment 
to the question of public faith in the dealer 
we would like to quote another specific 
example. Not long ago, on a Thursday, a cut- 
rate dealer advertised a certain refrigera- 


tor at a particularly low price. This was 
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"followed on Saturday by another dealer's 
advertisement of the same make and model 
mit at $5.00 reduction in price. On Monday 
of the following week the original cut-rate 
dealer inserted a large advertisement offer- 
ing the same merchandise at a further reduc- 
tion of »5.00. The annoyance of the person 
who purchased a refrigerator from the original 
advertisement, only to find that a few days 
later he paid $10.00 more than necessary, 
can be readily understood. 
Comparative Prices and Advertising. 
One of the developments of to-day's adver- 
tising that tends toward misrepresentation 
is the widespread use of comparative prices. 
Thus there is a tendency on the part of some 
dealers to illustrate a given model of an 
appliance and quote a list price that is 
perhaps two years old, together with the 
Oflerin= price. “Khe eftect, of course, is 
that the list price quoted is actually 
fictitious today and the customer is, there- 
fore, led to believe that he is obtaining 
merchandise on terms that are not nearly as 
advantageous as he has been led to believe 
by the advertisement. 

We would like to illustrate two points, 
which we consider most unethical - 

First, one of our price-cut dealers 


advertised as follows: 
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Ww 6 1h0 to 55 percent off list on all articles 


illustrated in the advertisement.’ 

Undoubtedly, you know as well as the 
trade in general that the top discount 
given the dealers on major appliances of 
the type advertised is 30 to 33-1/3 percent. 
This, to our way of thinking, is deplorable 
and greatly misleads the public as to the 
amount of discount our dealers receive. 

Secondly, many advertisements contain 
the headline: 

'No Money Down!’ 

When a customer enters many of the cut- 
rate dealer's stores using this type of 
advertising they are finally sold on a cer- 
tain model; then the salesman informs them 
for -eourse; it will’cost you extra for 
delivery, service, etc.'. He then advises 
the customer that 'it is necessary to visit 
our Personal Loan Dept. before we can send 
you the model in question.' He then takes 
the customer to a desk already in the Sales 
Office and he is obliged to comply with the 
terms as laid down by the personnel of the 
Loan Dept. In other words, he has to sign 
papers whereby his furniture or car can be 
used as collateral, and on many of these 
deals an exhorbitant figure is added for 
carrying charges. We believe that this is 


a most unsavory way of doing business and 
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"eventually will lead to the customer losing 
not only the article purchased but there is 
a strong possibility of his car or furniture 
being repossessed, if he gets into financial 
Git Ta ee 
Prices to Dealers 
In the past the dealer bought from the man- 
ufacturer at a trade discount from a suggested 
price set by the manufacturer. The trade 
discount allowed the dealers always included 
consideration of the fact that his margin of 
profit should be sufficient to enable him 
to supply to the purchasers reasonable and 
sufficient service as indicated by the parti- 
cular type of merchandise that was being 
sold. While the method of selling by the 
manufacturer still continues to involve 
the trade discount from a suggested list 
price the price at which the merchandise 
is being offered today by the unethical 
dealer tends often to preclude the possi- 
bility of adequate service or even any 
service at all being given by the legitimate 
dealer, even though he is desirous of 
rendering that service in order to maintain 
his obligations to his customers. 

The small dealer is moreover falling a 
victim to the current price war because of 
his inability to buy in sufficient quantities 


to obtain the lowest price for the merchandise. 
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"This imposed an almost insurmountable handi- 
cap to the small dealer since he cannot 
possibly sell his merchandise at prices 
which compete with the dealer whose volume 
is sufficient to allow him to purchase in 
larger quantities. 

Because of the accent on prices alone 
today dealers generally consider that the 
quality of merchandise being supplied by 
many of their manufacturers has definitely 
deteriorated. ,This they attribute to the 
race between manufacturers to place products 
on the market which are attractive, prin- 
cipally,; from a price standpoint. It can 
be readily seen that this development further 
accentuates the service aspect of today's 
situation since a poorer quality merchan- 
dise inevitably requires an even higher 
Standard of service than carefully made 
equipment, and the public is not getting 
the value that they would if prices were 
more stable, so that the manufacturer could 
make a better line of merchandise. 

Dealers’. Problems 

At the present time many buyers have a 
problem on their hands in that they purchase 
merchandise at or near the suggested list 
price. Now this same article is advertised 
today at such a low price that it pays then, 


if they bought it on credit terms, to return 





a) jah 
ine F 








rae Ce 
Sona: i 





» 
¥ 







ah esahe ti Igo mel w rath oe eiscrecy oe i. 
: oe aigtal 


‘i 





olf to Advaned” ne, 
















i y 7 
ey. ‘ ' | ebrte 4 a) eas ’ y , ¢ > of ' iy . ’ r 
oe OO? og Ce J IO LEMOS bait 7h hts onelees ahi: ; wa ly 


fev y i 4 
* eh . <d he itoque cute a ‘ Linens a #e3 4M, ite 
% ‘ ae | * gpiee'v ae & 3 "TS AN an -OLD ’ 
7 , ¥ ; : a - 
, : 7 a rm t 


Hid 7 CASO EAL OO RSE Stet tog ty cree staid %6 Vien 





4 - ., iv ; ; 
“aay i art 4 i # e_4 tie bp \ in STH: ae a x i A ral os 
Neale Ch RRP OE SN ee eo att eS Bot PLO nates f er) hers i 
be ; Pie ee . | - 
Nay, \ P ' ’ 
re es it) SGOT as nin ws Ree cer ord f reo Te ey f 
i he wt Ae Ss By Ys J Ma ore 2a LU CB Suse hss weed Sosgt ; f 
P a 4 : ; 4 y Fa 
s : 
. Lb | ar 4 J 
\ gh | em Lay D La! , 4 OSI SORT ae Sing ikTO 
: hy *- > ' 
4 
: » % 
b foe, . n 
’ ’ ‘ She a " 
E ev LOUD Te (ee ing ‘2 nord (ti sete 
a i | 
5 ; | pad 
eared ae ° on t P rl ik > ’ 
i f ¢ ” * 
‘ i j CEOS i?! Gig Pa Teoe ‘BBact 7% BO 
y 
t 
y 
7 j A 
7 ee eee Ge, bike! aa 8. tei Mid Bee Rio Ceoge 
A 
fad & “Lap ' f ’ 
sits) “ae J : GC ; GCOgss rotten Le 
<4 ; 
t j 
T tim, 7 i ¢ ¢ t, P pal Mi “ noe Be a ri ' 
+5 ‘ \ DOT VAG asIVail garb - 
iP , 
ve es i - ca + - f 
7 5a r h feng & vy ee } NLepABse . 
' . h 
=) ‘Merde fata ‘ i 
rete » r- moh T dered bol Bae roramice Pore 
} & Big by: Ade FR Ahad eet) VAS L 2 
| t i Pp ' 
: ) : 
many. ’ STOW Aen Pes t+ Aha a | : f ; 
vo STOW B00 20g TS DEVOW Yoho fads “etilev edz . 
‘fy i it : Wer 
& ‘ » uP ‘ 7 i 
DJ ALM SE TRIG On PRO Oe se laaty -erom 
F a 
aS: oo 
fi . ~ 9 + 
to i Wea ket Ota "iO nit 
7 
— . 7 
burs FF GTS? ety 
: SS el egy — a etree 7 
7. is 
ag 3 OTE 4 ¥ id aren h . 
re a os] ¥ bd i La Ut “Mt Y a { ALD, t ne & 6 ty 
ay f I F - i 
ia i F J ay : 













cae scefoiug yoAd Jeg ab ehaeil igh dt 0 cnbuond be ee 
— i 7 . \ a2 9 : 
. Z » 7 ; 
wage’ ps S3e9 page ss Seba so te sur bantvien = * | 


See isobar a eLotd ita 5 id & ect) went : aaa 


- 
' 


_ mode. eigahey tt Sade ‘gobo Pov S done: ‘ga 


nine a 


; ie y ’ “bY ie 
Nivtet- oF ait oP batto: Sm 


‘ v7 a 
- ‘9 : 





s * ae 
i U < 


(266 


"their purchase to the dealer and buy a new 
model from the cut-rate dealer. If this 
practice becomes prevalent it will no doubt 
Shake the economy of our country. 

It is a known fact that many dealers. 
today price their inventory at the lowest 
figures as advertised in the paper, not at 
the price they paid, as in many, many cases 
the advertised price is lower than their 
cost. 

Under the present Combines & Investiga- 
tion Act any dealer is permitted to football 
any produce to the detriment of the manu- 
Tacturer, dealer and the deagier*s customers, 
The cut-rate dealer advertises much of the 
merchandise sold at a very low figure, 
often only to get customers into his stors 
with no other thought than to sell some 
other manufacturer's merchandige. This 
has a bad effect on the purchaser who al- 
ready Owns & Similar model, also on the 
person who goes into the store with the 
idea of buying a certain line and then finds 
he cannot even see same, as the dealer never 
even had a franchise to sell the article 
advertised. 

Criminal Code 

Section 406 of the Criminal Code provides 

a method of dealing with persons who indulge 


in untrue, deceptive or misleading advertising. 
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"We note, however, that sub-section 2 of 

Bee efor. (ee Mee ane in its last sentence 
an escape clause for the advertiser. While 
we do not consider ourselves competent to 
take a specific position in regard to the 
effect of this last sentence we bring it 

to the Commission's attention for their 
consideration, in os of the possibility 
that it may tend to nullify the general 
effect of Section 406. 

We understand from one of the strong 
supporting organizations in favour of 'No 
Price Maintenance't that they seek more 
service on the articles they purchase and 
at a further reduced price. Speaking for 
our Retail Dealers in Canada we are sure 
that unless some relief is soon coming many 
more retail dealers will be forced to close 
their place of business within the next few 
months, and service, naturally, will be 
less available to the public. 

We beg to suggest to this Commission 
that they take seriously the remarks made 
by Wace eyereros President of Simpson's 
Limited and Simpson'ts-Sears Limited. On 
May 28th when speaking to the Officers 
of the Canadian Life Insurance Association 
at Montebello he said ‘that the ban on 
resale price maintenance is causing unneces- 


Sary chaos ina large section of 
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" *responsible and dependable retailers, 

and the legitimate small dealer is really 
the backbone of our distributing system so 
far as nationally advertised lines are 

eon cerned ..* 

Employment 

At our recent Convention one of the price- 
cutting dealers made a ene we believe, 
in the presence of Mr. T. D. MacDonald. 
This remark was to the effect that his 
volume of business in a year amounted 

to $4,250,000.00 with forty employees. 

He then came out with an advertisement in 
the paper with a similar statement. Upon 
investigation we are informed by responsible 
parties that in our anne it should take 
at least sixty employees to intelligently 
handle such a volume of eens ses BO 11 the 
dealer in question is handling his business 
with forty employees he is either driving 
them or not giving service to the public -- 
Wen believe the. Tavter to be the: case, or 
possibly both, 

We believe that the Commission will agree 
that it is economically desirable that maxi-~ 
mum employment be maintained in this 
country. We also point out that the Radio, 
Television and Appliance industries in 
Canada employ a very large number of people, 


both in the production and sale of these 
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"commodities. It is our opinion that the 
amendment to the Combines Investigation Act 
which banned the use of resale Price Main- 
tenance has produced a situation which is 
resulting in the loss of employment in this 
trade genérally. We; therefore, respect- 
fully suggest that both in the interest of 
the buying public and all employers and 
employees engaged in the production and 
distribution of this merchandise that the 
Act be amended in such a way as to permit 
some moderate control of prices on the 
merchandise which bears the trade name of 
a manufacturer. The only practical control 
or “this type, as Tar as we can see, must be 
that which rests in the hands of the 
manufacturer. 
Respectfully submitted." 
THE CHAIRMAN: Do you wish to make any Cea 
Mr. Hodgins? 
MR. HODGINS: “No. If you wish to ask questions, 
I will be glad to answer them, 
THE CHAIRMAN: Do any other members of the 
delegation wish to say anything? 
MR. WILSON: Not at this time, Mr. Chairman. We 
will do ours in the brief that follows. 
THE CHAIRMAN: Mr. Wickwire? 
MR. WICKWIRE: Mr. Hodgins, in the first para- 


graph of your brief, you say: 
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",.e.the trade as a device which involves 
a selling practice tending towards vicious 
competition.* 

What, in your opinion is the type of vicious 
competition that you complain of? 

MR. HODGINS: I would say, sir -- possibly I 
should have said more om behalf of the smaller dealers 
| quite contrary to the last dealer, who is what we term 
a large dealer -- the smaller dealer cannot meet the 
prices, he has not the volume of business to start with. 

MR. WICKWIRE: Perhaps I could shorten it this 
way, by saying: Phen pan your opinion, -eny deaker who 
sells an article below the suggested retail price is 
@ Vicious dealer? 

MR. HODGING: © No, sigs 

MR. WICKWIRE: That is what I wanted to get at, 
how far you go. 

MR. HODGINS: The thought is, where a dealer is 
selling, say, below the: cost of his merchandise, to get 
some other article put over, or that he has only $3.00 
or ph.00 profit on the article, that is what we term a 
vicious dealer in our industry. Not just below the 
suggested list price, nobody is selling today at the 
Suggested list price. 

MR. WICKWIRE: Why do you think that is, 

Mr. Hodgins? Is it because the suggested list prices 
are unrealistic and too high? 

MR. HODGINS: No. 

MR. WICKWIRE: In your opinion? 


MR. HODGINS: No, I do not think so. Ido not 
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think the suggested list price is too high to give the 


public the service that the dealer is intended to give. 

MR. WICKWIRE;: JI refer you to a resolution passed 
by the Ontario Association of Radio-Television & 
Appiteance Dealers, Inc. dated the 26th of April, 1954, 
at a meeting in St. Margaret's Hall. 

MR. HODGINS: That is the Toronto dealers. 

MR. WICKWIRE: Resolution TI: 

m It is the opinion of the dealers 
present where list prices are too high, 
that the manufacturers immediately adjust 
their suggested list so as to bring back 
to the buying public some semblance of 
value so that the cutprice dealers cannot 
show such a difference between the manu- 
facturers' suggested list and their 
selling price." 

MR. HODGINS: “That would be true if it is 
working, but the cut-price dealers -- There are many 
dealers throughout the province who do not agree with 
that and I would get my neck in a sling if I answered 
that one way or the other, if you understand me. 

THE CHAIRMAN: You have to tread on eggs, so to 
speak? 

MR. HODGINS: That is right. 

MR. WICKWIRE: Next, you say: 

" Perhaps the main difference between the 
situation at that time and that of to-day 
was the fact that then cut-prices were not 


widely advertised, whereas today they are." 











ag’ ns 7 
ali. aes, 
: ee , cs : | 4 es s A | an . 7 via i : , 

PEEP ArN heads . a — -ogd Bho ohay te 
beat». AA oh sea! 
‘ aly ahh Phin mt 


“bose ag eke * = i 









~ 


1 
ol 


Beta! A 
Sit” WS ae A 
ie: Say aol PL 
an a 
\ 
a 








> We 
p Re 


bat | 
4 he ae 

ih ie r si ya ; ; oe 
eee | thee | it BS 5 it ‘Bodab. (oa serélpas. este Life an 


ey a ee 























ai 2: 
a . : sy tia ah Pike ABUL galieom am - 
mt P F 


“> gta leo’ aOR Bat ot dane: emo ois Fe, ee 
























gh it Pay Ph q , ei a: i} Lt 7 i Fy 
yal | sT, nolsuLoeved HAND cs a ea 
oo A ‘ a i o 
/ . S 
ar ‘ m - xe as 
BG 3. 20 ed i Le. Moat otg qe eit ah ey a0 . I. % 
F ji F a 7 ~ of a 


‘ east, OOF bas petra, Jets Prom ft c6 het | 


ne bea ohn Beet a ps Aha aay Oe ee ly : 
Der hehe ak ef | Ph eara F Bie tS rt pe Lu is a eh teu i, sy 





’ 
VA. ye herrd) yy op ioe at es ey © i) Bia Bees Sao op had Z 
er, | eee! “ of 28° US SP Bak Oe VE aR ae { 
4 , , ; 
d hye “gn Ti pei nn re v > TA on i} , * "2 
; 1). DOS NOAMO a <mon” obliga qeynivud edz od ade ene 
i " ¥ . 





‘ 
° 
+ ar a A. P 

, ITE? i Meese the ay ded O eu li 1 

es 

i y . 
1H erry, i et oe be Jalil Movet: a de dil eee ee eee _ 
a ‘ 4 wh od re rhad FOMOTO] LEDs ratakees) fO¢giia 

H hs i 

ae | - > ~ ' + ~~" see 
Lt) Ay ed Sh ea) MITUS ware .% 2 Loctiro 

a 

a - ie : 5 ao . 
. ) ODL TG GME. LS es ma 
7 a _— 

i 4 j 
“wo a Se P aan, pat ae eee, ee Ned 2) a yt ee 
Bis te BO GO UE Oe See 2 Tr Ie IOH 9 Sale| 
A ae e. ipa 
4 t y lg a 
: n° ; “4 ainie ae + oe ee Aid) bons wal ‘4 

a (5S OF 2 OAR! ee eet sa BOW Ti Jo eng Third ai ATOW 

‘ 

cal ; 


wi) A Bei f MY OD, OW GOT Wore + exlg wos Oras eneleep. : 
ti: : ' 


HOTOWR et Ll Bok le tt Moonen gay hivow TIT fae tad? 





Ante son Dev ee Ban POR “Li redto edd ao. yaw geo deny 7 
Uae «Ot Ob 4h sme ia iserd iat avetgcor o's th MATAHSD 2aT ; 
a » 
init ys - . 
J , ae - 

‘ i : ‘ dont 

4 a ; “3 sieecte 

a ‘ + ! 

oe u e ; } ; : 
Ney ; \ ; ob al og s! ; ' 
; 7 Ay ; ; a hee ese ea tig £ hy el}. Pair uh i ¥ a. 
ba, ce : a rahe: ss ; ; ; | 





. 


a 2 | yt, dh Re ribet <P KOT ie aALWOO TH a, bh a fe 






~s wih 
= ; ‘ a a7 

of 3 Cis dL r ; x ” ey ' oy : s a 
rio als sartod sorete YPip than eid ngedeed Fe Pris ao wars ¢ x 


ss 








| YhhD-ct 1o. tage bare mbt gets pacihes Pi Ue Cree 


ye ‘e i a ie 14; = Ty. - 


otaw ead q-tap ‘ot tant eid a3 pKa: 


toa 






iy 7 
: aA al ? mili Ow a a : 
“some yady waa | af cone . Sasisiorse yteniy oes pan “ 
, “al ‘- zi 


738 


That is in the second paragraph. 

MR. HODGINS: That is right. 

MR. WICKWIRE: That prices were not as widely 
advertised as they are today. Did not that give an 
advantage to a customer who was an aggressive bargainer 
to get a reduced price? 

MR. HODGINS: The purchaser has the same advan- 
tage today in a good many cases, but in those days they 
were done at individual times and they were not running 
a war as they are today. 

MR. WICKWIRE: "Moreover, today's advertising 

of appliances gmerally involves a con- 
Siderable amount of misrepresentation in 
advertising of what is known as ‘Nailed 
Down g00ds». «= «it 
Is that genergl-or is it just-the unscrupulous. ones 
who are doing it? How general is it? 

MR. HODGINS: Among certain elements it is bad. 

I believe Mr. Black, who is following, will give you 
instances of individual cases. It is bad. It is parti- 
culeriy, bad in this: ol ty. 

MR. WICKWIRE: In the Toronto area? 

MR. HODGINS: — Yes. 

THE CHAIRMAN: Perhaps we might get that a little 
clearer. The Language of this sentence is sweetened when 
it says: 

"...to-day's cost of advertising of 
appliances generally involves a considerable 
amount of misrepresentation in advertising 


of what is known as 'Nailed Down! goods,..." 
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The word "generally" would seem to indicate most of the 
advertising is misleading. It is a pretty broad state- 
ment. Do you mean it to go that far? 

MR. HODGINS: I do not think I would be very far 
Outs 

THE CHAIRMAN: Most of the advertising? 

MR. HODGINS: Generally all these -- is mis- 
leading and misrepresented. 

MR. WICKWIRE: You do not suggest because a 
dealer advertises an appliance at the old list price 
that that is misrepresentation? 

MR. HODGINS: No. 

MR. WICKWIRE: re ne: has phe eroLeles.. 

MR. HODGINS: That is Plight, sir. Very right, 

i pelleve  seir seit Litiehbiaddybhere, the dealer who 

is trying to use the public okay, gives them service, 
tries towo the right thing, he is not advertising very 
much today. 

MR. WICKWIRE: You suggest -- 

THE CHATRMAN: Not doing much business either, 
probably. 

MR. HODGINS: How true. 

MR. WICKWIRE: You suggest in the next paragraph 
where you are talking about the dealer, when he is 
running into this sort of competition, turning to the 
manufacturer for-some disciplinarian action, that, the 
manufacturer feels helpless to provide it. 

MR. OHODGINS: That, isuright. 

MR. WICKWIRE: The manufacturer can cut a dealer 


off for anything except reducing prices. 
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MR. HODGINS: So I understand from your depart- 


ment, but when I tell then that they say they are afraid 
to do it. When I ask them why, they say your department, 
the dealer writes to Ottawa and he says that the manu- 
facturer has cut him off on account of the price situa- 
tion and serious things happen right away. We have two 
cases of manufacturers right now under the set up, and 
as we know it has to be proved. 

THE CHAIRMAN: What has happened? 

MR. HODGINS: The books were all taken of this 
one manufacturer, I do not know about the second, but 
Ido know in the case of one manufacturer, his records 
and so forth were seized. 

THE CHAIRMAN: Has anyone been prosecuted? 

MR. HODGINS: No, but I believe there are two 
under way noOW. 

THE CHAIRMAN: Not prosecutions? 

MR. HODGINS: Investigations, put it that way, 
sir. 

THE CHAIRMAN: They might blow up entirely. 

MR. HODGINS: Well, I hope they do. 

MR. WICKWIRE: I have nothing to do with the 
Commission, except I happen to be counsel trying to 
assist them. 

MR. HODGINS: I have to tell the truth as I see 
it; when you ask me these questions, and sometimes it 
hurts. 

MR. WICKWIRE: The manufacturer can lay down a 
servicing policy which, if not followed, would enable 


him to cut off a dealer. 
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MR. HODGINS: You are the second man who has 


told me that and I wish you would go with me to the 
manufacturers some day. Lscannout seal lt it. 

MR. WICKWIRE: What I am suggesting, Mr. Hodgins, 
is that perhaps the manufacturers do not want to do it. 

MR. HODGINS: JI believe at one time they did not. 

The manufacturers are here in the room but I think they 
are losing so much money and they can see what is going 
to happen to the future of the industry, that they do 
care. That is my personal opinion. 

MR. WICKWIRE: You believe the manufacturers 

are losing so much money they do not care? 

MR. HODGINS: TPhey do care. =~ have been told 
that by presidents and vice-presidents of large manu- 
facturers I have talked to recently. 

MR. WICKWIRE: You have not looked at their 
volume returns? 

MR. HODGINS: Oh, I have seen some lovely state- 
ments, Gven orthéir losses. 

MR. WICKWIRE: I am talking about manufacturers 
of appliances. 

MR. HODGINS: They tell me they are, 

MR. WICKWIRE: Do you believe it? 

MR. HODGINS: Well, I was brought up a long time 
ago in a different environment to today and I have to 
believe what I am told until I find out differently. 

THE CHAIRMAN: Mr. Wickwire was not telling you, 
he was asking you. 

MR. WICKWIRE: I suggest, on a few figures I have 


seen, the trend is the other way. Their volume is up. 
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If they are losing money on it, I cannot disagree with 
you. 

MR. HODGINS: No, I agree with that. 

MR. WICKWIRE: On the question of service, do 
you think the individual has the right to require ser- 
vice or not on any article he purchases? 

MR. HODGINS: I definitely think he is entitled 
to service. 

MR. WICKWIRE: If he wants service he must pay 
for at,9end af he aces no, want it? 

MR. HODGINS: What about the good dealer who is 
keeping a Service Department up? If they all got into 
that category the dealers who are trying to give service, 
they would have to let their service men go, 

MR. WICKWIRE: I heard one who I thought was a 
good dealer who ee ns some information just before 
this. He told us about the sort of service he main- 
tains. He must have all customers who want service. 

MR. HODGINS: Yes, and there are many dealerss 
in Toronto the same way. 

MR. WICKWIRE: You do not suggest if a person 
does. not want to have service he should have to pay 
for it? 

MR. HODGINS: That is right. If the buyers all 
took that attitude all the places in a very short period 
would be up against it. Anyone who has a TV set, they 
won't wait an hour for service, and if the manufacturers 
cannot keep their service departments, what is going to 
happen to the manufacturers? 


MR. WICKWIRE: I understand that there are, in 
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this area, as in other areas, service companies who 
do nothing but service machines of this type; is not 
that so? 

MR. HODGINS: That is so. 

MR. WICKWIRE: Does not the customer ask if he 
can buy the appliance at a reduced price whether he 
gets service with it? 

MR. HODGINS: I wouldn't say so. If you have 
a good service, the dealer tries to sell it. 

MR. WICKWIRE: If a customer is buying a machine 
atvuacreduced price, tdoes hevask if “he gets service on 
Lie 

Mis. HODGINS: “D-imagines from the ntmber of “calis 
L.receive at’ the office, they’ cannot get service and 
they want to know why. That is on what I base that 
answer, on the.calls I get. 

MR. WICKWIRE: Do not the manufacturers, in some 
instances at least, guarantee service for a period on 
the product? 

MR. HODGINS: They guarantee replacement of parts 
but the dealer does the service. 

MR. WICKWIRE: He likes to be told, the manufacturer, 
if something does go wrong, through the dealer? 

MR. HODGINS: He used to. 

MR. WICKWIRE: Does not he prefer it? 

MR. HODGINS: Ido not know. Since the prices 
have been as they are, they get written direct by these 
people a good many times, so they tell me. 

MR. WICKWIRE: But a customer who purchases one 


of these machines at a greatly reduced price, not buying 
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service, if something goes wrong, he can go to a 
service company or somewhere else and have the machine 
serviced. There is nothing to prevent that? 

MR. HODGINS: The -- 

MR. BLACK: I think I should answer that 
question. I am in the retail business. The average 
dealer will not service another dealer's product. On 
Television they are too busy. If they buy the 
article -- television is what you are discussing right 
now -- without service, it is pretty difficult for the 
customer to get service from a service set up. 

MR. WICKWIRE: Even from service companies? 

MR. BLACK?! That dorrights. They- are’ not. very 
interested in servicing other people's sets. 

MR. WICKWIRE: I was informed, er: in- 
correctly, Mr. Black, there are companies who do nothing 
else but service appliances, 

MR. BLACK: You are talking -- I thought the dis- 
cussion was on television. 

MR. HODGINS: I was going to explain that to you. 
There are, for instance, Frigidaire and Kelvinator. 

They have their service taken care of by certain companies 
and if all people receive the same service from one of 
them that I received personally, I would say back to 

the dealer pretty quick. Anything but satisfactory. 

That is my personal experience. 

MR. WICKWIRE: That is your personal experience? 

MR. HODGINS: Yes. 

MR. FAVREAU: Mr. Wickwire, are you speaking of 


people privately engaged in the business of servicing 






















i a a‘ reine Se wea ciate 5 
me Wat eet ‘og “1 Mibd 008 ote oe ate vesan he ; 

tg bt gateeveath exe Hoy tow ‘eh Diasitint wiles: 

ote, “0a stuotabs uttotq 2b tt pod wae oust < nog 

| ott dee ‘eo.krtea (a wont, botvryg, Hea: oF onoteue 

Peet a0 0 ob Ivey mot nevi EDICT cc 









4) 

ytew Jom ete..yewt oo Hate) et deg OAS eg on 
r 7 | vane ere Lemeq Tat¢o bsucnatan at bedenrosnt 
Ns it aang hewctotand, eer ey <oLeMOIW. a ell q 
ye Sng Aiton of ort Bota eralod art Stones ,Woslg. as titoorras:,. 
be | | Neat “sesotatige, ‘ep lvoe od pone, 
mene. tb oda gua Fy Qakaiad ore Moy, ROAR +) ae P 
i ‘y . ae oma sine bed tied no Bie cae my 
4 ) «EH, Ora aT nbaheee: CoP bh ee t > SEEN CaH’ RK, 
may : tore ee me | base ertehbgsert ni tuialadens | +a ett adie 4 
we 8 ha A iagmio ptoditen et ‘to. tude podat oolvree uisue pied vel _ 
hie to ene nvr't en tye toa ange eit eviesor olapeq’ fipetE, Fostss F : 
el | OF gems Re biwow x Uisapeted: bavtenont I: seas ment i 
Ons Ee antdoena daa viotab ea) 
a an ies 1 > aiaieeda tere Lenoeteq. ym dott 
y Toombrogrs Sonnet ey bsé oan CaO IY AM a 6 ae 
SS re a te “eae Peon ot _ a) ie 


10 phhteons nog s ogo ee cares a 
nitelrran 6 wna td we. bes Bega taser ts 


THD. 


as such at a cost? 

MR. WICKWIRE: That is right. 

MR. HODGINS: Frigidaire and Kelvinator do that. 

THE CHAIRMAN: That is Frigidaire'ts and 
Kelvinator's own ma encanta. by which the manufacturer 
provides the service? 

MR. HODGINS: Yes, through a company. 

THE CHAIRMAN: And for a period that service is 
provided free, of charge to the customer? 

MR. HODGINS: On the guarantee period. 

THE CHAIRMAN: What Mr. Wickwire was asking: 

Are there not service companies who make a business of 
performing some of this work on appliances for a con- 
sideration? 

MR. HODGINS: There are a few. 

MR. WICKWIRE: On page 3 you say: 

"To confirm our statement on the number of 
dealers going out of business it might be 
well to mention that the Association's 
1954 Convention mailing list resulted in 
some 75 returned NOGUCOS... 

Were there too many dealers, Mr. Hodgins? 

MR. HODGINS: Do not ask me that. I ama dealer's 
mane That is the way I make my living. 

MR. WICKWIRE: You are probably like the late 
President ofthe’ United States, you do not choose to 
answer. 

MR. HODGINS: I do not think I should, and I do 
not think you would want me to whe you realize my 


position. 
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7h6. 
MR. WICKWIRE: Perhaps I can ask you this: Was 


there a great growth in the number of outlets in the 
Metropolitan Toronto area? 

MR. HODGINS: All over since the war. 

MR. WICKWIRE: All over since the er: in 

appliance dealers? 

MR. HODGINS: That is right. 

MR. WICKWIRE: Then, coming to Resolutions 5 and 

6 which were passed at the meeting of the 142 Toronto 
dealers in St. Margaret's Hall on April 28th, 1954. 
Pirst or ally Resolution number 5: 

i We suggest that all manufacturers set 
up a policy on the sale of television sets 
with or without home service and that the 
dealers be obliged to inform the public 
in advertising that the set carries home 
Service or not. 

I take it some dealers were not telling them it did not? 

MR. HODGINS: That is right. We think it should 

be definitely announced to the purchaser whether they 
buy with the service o¢ not, 

MR. WICKWIRE: "We suggest to the manufacturers 
that their new policy state clearly to the 
dealers that all TV sets should be sold and 
Service —cherreod ext ras” 

MR. HODGINS: For the protection of the public, 
yes. 

THE CHAIRMAN: Now, may I ask one question about 

number V5. That is the one in which they wanted a 


policy established with regard to with service or without 
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service. Is it the intention of that resolution to 
indicate that the members of the association feel that 
either course should be open to the customer, that he 
should be able to buy with service or without service, 
as he sees fit, and he should be told which he is 
getting,that the dealers want the customers to have 
the choice. 

MR. HODGINS: I think the clause following that 
-- stated -- am I right -- tht it should be sold with 
service -- that is particularly applicable to TV 
Beny Ind . In the estimate of most dealers TV sets 
should be sold with service. Whether the sets will 
be made better in the future or not, I do not know, 
but up to today the public are very much upset at times, 
and quite often it is not the set when the repair man 
got there. It may be the condition of something 
around the area. The fact the PuUblice Bre So. determined, 
means they will call up the dealer at night and try 
and get their repair men out. They think in order to 
have one policy and have it right, it should be sold 
with service; but if it is not, if the mamufacturers 
do not do ne then the public should be Sold with or 
without service. 

THE CHAIRMAN: What is the attitude of the 
dealers toward this question of service being a 
necessary ingredient in the sale, or optional with the 
purchaser? As I understand it, what is really meant, 
in so far as television is concemed, the dealers feel 
the article should be purchased with service? 


MR. HODGINS: That is right. 
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7h8 
THE CHAIRMAN: With regard to some other 


appliances that is not so important and perhaps they 
would not require it? 

MR. HODGINS: It would not make such a difference. 

MR. WICKWIRE: Resolution No. 7, Mr. Hodgins: 

m We suggest that all manufacturers 
get out a new franchise with teeth in it 
and that the manufacturers live up to the 
terms of their franchise and that they 
make the dealers do likewise." 

What is meant by that? 

MR. HODGINS: Well, the manufacturer comes a 
with a franchise and he says he is giving him a discount 
which includes, as we have intimated in our brief, an 
amount to take care of the service. At one time we 
could not have a franchise unless we had a suitable 
showroom and salesmen who were well posted on the mer- 
chandise we had on our floor. Today, unfortunately, 
they are selling at every price and no effort is being 
made to get back into creative selling, as I heard it 
mentioned a little while ago, because they have not the 
time. 

Ae WICKWIRE: Perhaps this refers 00 the former, 
in the brief, where you say that when you complain to the 
manufacturer today he is afraid to do anything? 

MR. HODGINS: That is right. 

MR. WICKWIRE: May I show you a copy of the 
resolutions passed by both the parent Association and 
the Ontario Association? If you will identify them 


we will have them marked as exhibits. 
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7h9. 
MR. HODGINS: Yes. 


THE CHAIRMAN: They will be Exhibits T-8, two 


pages of resolutions. The first page are resolutions 


passed by 142 Toronto dealers at a meeting in St. 


Margaret's Hall on April 28th, 1954; and the second 


is headed: “Resolutions on Tuesday, May 4, 1954, at 


our Annual Meeting at the Royal York Hotel". Those 


Will be filed and marked as Exhibit TH8. 


--- EXHIBIT T-8: Two pages of Resolutions. 


MR. WICKWIRE: Now, Mr. Hodgins, on page 3 
your brief states: 

"Not long ago, on a Thursday, a cut-rate 
dealer advertised a certain refrigerator 
at a particularly low price. This was 
followed on Saturday by another dealer's 
advertisement of the same make and model 
but at $5.00 reduction in price." 

MR. HODGINS: Under the first dealer? 
MR. WICKWIRE: Yes. 
"On Monday of the following week, the 


ori ginal cut-rate dealer inserted a large 


advertisement offering the same merchandise 


av a further "reduction of $5.00, “The 
annoyance of a person who purchased a 
refrigerator from the original advertise- 
ment only to find that a few days later he 
had paid 310.00 more than MuneRaaae can 
be readily understood,’ 


I am thinking of the same purchaser who was annoyed at 
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750. 
that transaction -- and probably if I had been the 


purchaser I would be annoyed myself: How much greater 
would his annoyance have been if he had been forced to 
buy that machine at the suggested list price? 

MR. HODGINS: Well, I would have to leave that 
to yous. JI know what I would have felt in the industry 
but that would not have been right. I am quite con- 
Widees: ao a’ resuly of @ number of telephone calls I 
have had, that the legitimate dealer's working discount 
from the manufacturer to the purchaser should be 
passed on, because, in the overall picture I am quite 
sure we way a little more sometimes for an article -- 
it applies to me and I imagine it might to you -- but 
when we get home and the dealer gives us good service, 
we forget all about it. JI think that is what would 
happen. 

MR. WICKWIRE: At the same time you demand a 
resale price maintenance, I take it? 

MR. HODGINS: That is right. 

MR. WICKWIRE: How, under resale price main- 
tenance, can you pass on the benefit to a purchaser 
who purchases in volume? 

MR. HODGINS: In the quality of merchandise I 
sell. I have been told by many dealers that thie quality 
of merchandise from the manufacturers is not up to the 
standard as it used to be, they are making models on a 
price basis. 

MR. WICKWIRE: Well, not manufacturers of 
nationally advertised lines? 


MR. HODGINS: I have one in mind in particular. 
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MR. WICKWIRE: Whose product is not as good as 


it was? 

MR. HODGINS: No, they will not switch; they 
have nothing to switch about. They are getting their 
legitimate money for their goods, and,as you say, their 
statements are very happy to read. It is we dealers 
who are suffering. 

MR. WICKWIRE: It is not the manufacturer who 
is cutting the price, it is the dealer who is cutting 
the price? 

MR. HODGINS: That is very true. 

MR. WICKWIRE: You think a customer is entitled 
to get the benefit of a purchase from a large volume 
dealer who buys at a discount? 

MR. HODGINS: Yes. If he buys at a greater 
price he is entitled to the saving. 

MR. WICKWIRE: That is to the advantage of the 
customer, the public? 

MR. HODGINS: Yes. 

MR. WICKWIRE: How can the public get that ad- 
vantage under resale price maint mance? 

MR. HODGINS: You must remenber the small dealer 
had large houses to compete against before the cut-rate 
dealers got going in this city and the customers con- 
sidered the personal service they received from their 
dealer, whom they knew, was worth the difference in the 
price. 

MR. WICKWIRE: Was not the system -- call it what 
you like, «policy, principle -- of cut-rate merchandising 


in effect even when the manufacturer could maintain the 
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Brice? 

MR. HODGINS: That is right. 

MR. WICKWIRE: Under a system of trade-ins or 
allowances? 

MR. HODGINS:.. Yes, at times they had a surplus 
stock. 

THH CHAIRMAN: In other words you did not really 
have a resale price maintenance in effect? 

MR. HODGINS: No, not before. There were always 
cut-rate prices, but there was not a war on. It 
appeared mostly when there was a otis which happened 
Some time ago. But, that has not happened of late 
because the market after the war was such that the 
dealer could sell everything he could: obtain and he 
did not have to do that. 

MR. WICKWIRE: You suggest on page 4: 

",.eprofit discount given the dealers on 

major appliances of the type advertised 

is. 30 tor33-173 percent." 
It has been suggested to us on a number of occasions -- 
and I think on one occasion this morning -- that that 
percentage goes up as high as four -- 

MR. HODGINS: Did not he say on his special 
buying, sir? 

MR. WICKWIRE: It may be on his special buying. 

MR. HODGINS: That is what I took from his 
statement. 

MR. WICKWIRE: On quantity buying. 

MR. HODGINS: On quantity buying. If he buys 


two or three carloads; hundreds and hundreds could not 
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buy a carload of merchandise and store it in their 
establishments. That is what he would get. Lots of 
dealers right here in the city. 

MR. WICKWIRE: If a quantity buyer can get a 
discount of 40 percent you are perfectly happy that 
that can be passed on to the customer? 

Me HODGINS: Correct. 

THE CHAIRMAN: Is that a fair discount for him 
to get? 

MR. HODGINS: I would not like to say. I don't 
buy any more. I used to. 

THE CHAIRMAN: It is pretty difficult competi- 
tion for the little fellow? 

MR. HODGINS: Yes, it is difficult competition, 
but we cannot have it all one way. 

Mh. WICKWIRE: On page 5, Mr. Hodgins, you say: 

It is a known fact that man y dealers 
to-day price their inventory at the 
lowest figures as advertised in the paper. 
Not at the price they paid, as in many, 
many cases the advertised price is lower 
than, thelr cost.” 

Now, the expression “lower than their cost”, used in 
your BN eco how do you determine cost? 

MR. HODGINS: The price has been advertised at 
times at a lesser price than they paid for the article. 

MR. WICKWIRE: Than the laid down cost to them? 

MR. HODGINS: Yes. 

MR. WICKWIRE: You are not including anything in 


there for overhead? 
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MR. HODGINS: No, no. 


MR. WICKWIRE: How general is that practice? 

MR. HODGINS: Ido not know, sir. I cannot 
tell youstmuthia lily: I have been told that by one or 
two dealers today. 

MR. WICKWIRE: You do not know whether -- 

MR. HODGINS: You asked me how general it is, 
I do not know. It is done by one or two. 

MR. WICKWIRE: It is done in one or two instances? 

MR. HODGINS: Yes, they tell me that. 

MR. WICKWIRE: Do you know in those instances 
where it has been done what the purpose of it was? 
Was the man overstocked? 

MR. HODGINS: That would be one of McCarthy's 
auestions -- "J—T do not give away secret information”, 
I have been called in in two or three cases by dealers 
ancr asked What tchey should do. Etsuppose it de up to 
the government to see them set straight on that. 

MR. WICKWIRE: I take it your position is this; 
If the purpose of it was to get people into his establish- 
ment to buy other merchandise you do not approve? 

MR. HODGINS: That is a very wrong thing to do. 

MR. WICKWIRE: On the other hand, if the purpose 
was to unload stock he could not sell at the suggested 
price or any other price, he was trying to salvage what 
he could out of the sooid that would be normal practice? 

MR. HODGINS: He would have to do it. If he has 
trouble with his bank he would have to do it. That is 
what was done prior to price maintenance being passed. 


THE CHAIRMAN: The Association does not object 
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to distress selling of that kind? 


MR. HODGINS: No, we do not want to see any 
dealer suffer; sometimes you make a mistake in your 
buying and you do not sell as readily as you thought 
you would, and, naturally you have these articles on 
hand. 

MR. WICKWIRE: There is a sentence on page 6 
that I do not quite understand: 

i" We understand from one of the strong 
supporting organizations in favour of 
'No Price Maintenance! that they seek more 
service on the articles they purchase and 
at a further reduced prices." 
Would you explain that? 

MR. HODGINS: I suggest to you the person I have 
in mind is the representative of the Canadian Retail 
Federation Conventione sround the first of May I read 
where Madam President had that in mind, that the dealer 
Should extend more to the public, the articles they sell 
Should be a better quality of merchandise and should be 
sold at a lower price than they are paying today. 

MR. WICKWIRE: That is the reference you made? 

MR. HODGINS: Yes. 

MR. WICKWIRE: Thank you. 

You have referred the Commission on the same page 
to remarks made by Mr. E. G. Burton, President of 
Simpson's Limited and Simpson's-Sears Limited on May 28th. 
From your experience, do you know anything about 
Stencilled private brands? 


MR. HODGINS: Yes, I know they are sold and that 
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the Simpson Company and the Haton Company, and many 
other companies have their own private brands. 

MR. WICKWIRE: Do you know of any cases of a 
manufacturer selling a given product, or marketing a 
given product under his own. brand name and having the 
same product marketed em say, Simpson's under 
another stencil? | 

MRa BODGINS'= @did inithe pasts: 2. donts know 
whether it is being done so much now. 

MR. WICKWIRE: At a greatly reduced price in 
relation to the trade name article? 

MR. HODGINS: No, but there was always a 
datrerence, i-am thinking now. of radio, .lwcome from 
London and when I was in business I bought the over- 
run from a certain manufacturer who made the set for 
both Eaton's and Simpson's. They ran the cabinet through 
the machines for the radios they sold to Eaton's and 
Simpson's and what they sold under their own trade name 
were hand rubbed. That is the difference we had to 
talk about. 

MR. WICKWIRE: Are the machines not the same? 

MR. HODGINS: The chassis was. 

MR. WLCKWIRE: The quality was the same? 

MR. HODGINS: Except for the cabinet. 

MR. WICKWIRE: The durability was the same? 

MR. HODGINS: The chassis is what speaks for that. 
The working parts of the machine, 

MR. WICKWIRE: Is not the stencilled article 
sold in competition with the regular article at a 


greatly reduced price? 
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MR. HODG-INS: I do not know, I cannot answer 
that. 

MR. WICKWIRE: If it is sold at a greatly re- 
duced price over the regular manufacturer's article, 
does it mot give the seller a great advantage over the 
dealer in the regular article? 

MR. HODGINS: Not on the same basis. We had no 
trouble selling the article in competition with 
Simpson's -- it was Simpson's in London with whom we 
were in} competition. We sold it on a quality basis in 
the instance I gave you a few minutes ago. 

MR. WICKWIRE: It has been suggested to me that 
the Inglis Company make a washing machine which is sold 
under tine name of Inelis? 

MR. HODGINS: Yes. 

MR. WICKWIRE: It has also been suggested that 
that same washing machine is sold in Simpson's under 
the name Kenmore. Do you know whether or not that is 
the same? 

MR. HODGINS: JI know nothing about it. 

MR. WICKWIRE: What would be the effect, Mr. 
Hodgins, under a system of retail price maintenance on 
a dealer's ebility; mhotdid not chavoca ss tenei.lled sm 
chine, to compete with the regular brand? 

MR. HODGINS: Any dealer will sell a regular 
brand on a quality basis and the fact that the public 
are very much better acquainted with the brand line 
than they would be with any stencilled line. 

MR. WICKWIRE: You do not think there would be 


any difficulty in that respect? 
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758. 
MR. HODGINS: No, I do not think there would be 


difficulty in meeting that competition. 

THE CHAIRMAN: Mr. Hodgins, the companies who 
stock these stemcilled lines must have some reason for 
doing so? 

MR. HODGINS: Dollars and cents, sir. 

THE CHAIRMAN: They find they can do business 
with these stencilled lines? 

MR. HODGINS: They are handled mostly by the 
larger department stores. 

THE CHAIRMAN: They are able to sell stencilled 
Lines 2 Tree? 

MR. HODGINS: Yes. 

THE CHAIRMAN: Or they would not stock them. 

MR. WICKWIRE: Now, towards the end, Mr.Hodgins, 
your suggestion is that: 

",.e2ein the interest of the buying public 
and all employers and employees engaged 
in the production and distribution of 
this merchandise that the Act be amended 
in such a way as to permit some moderate 
control of prices on the merchandise which 
bears the trade name of a manufacturer.’ 

I would like to refer you to what the President of the 
Canadian Association of Consumers says on this matter: 

"Primary interest of consumers is to buy 

the most and the best for the least, ..." 
Do you agree with that? 
MR. HODGINS: I agree with that, mostly the least. 


MR. WICKWIRE: . You agree with that. 
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7596 
"That consumers should be perfectly free 
to buy or refrain from buying where, when 
or what, from whom they choose. Competi- 
tion that produces variations in prices 
of goods between one article and another 
in different stores is the consumer's 
indication of the immense protection she 
is receiving through the workings of a 
free economy." 

Do you agree with that? 

Vie HODGINGs "Fo. a poIrnts Lado novrthink *tiere 
is any industry in our fair land today which is affected 
sO much by Service as we are, and that is why we Keep 
harping on that point all the time. 

MR. WICKWIRE: Thank you. 

THE CHAIRMAN: Does any other member of the 
delegation wish to add anything to the presentation 
which has just been made? 

MR. WILSON: Not to that particular brief. 

THE CHAIRMAN: If those are all the questions 
that will complete the presentation of this brief by 


bhe Ontario and Canadian Associations. 
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Delegation from: Hddie Black Limited. 


Compri sing: Hdward F. Black, President and 
Managing Director, 


R.C.G.Wilson, LL.B.e, Counsel. 


ee ee ee ee 


THH CHAIRMAN: We will proceed to the next pre- 
sentation, which is that of Eddie Black Limited. 

Lins pleok,  2re you ready to progeécd? 

MR. WILSON: What we propose to do, Mr.Chairman: 
have a briei witich I propose, to read, and then, we 
may make a few remarks. We have some examples we wish 
to present with illustrations. Then, Mr. Black, who 
is probably more informed on the matter than I ever wi 
will be, will answer the questions of counsel and the 
Board. 

THE CHAIRMAN: That is the normal procedure. 
That will be perfectly satisfactory. 

TT You WLLL proceed, ace With the bret. 

In starting are there any others in this dele- 
gation than there were in the last? 

MR. WILSON: No, Mr. Chairman, just the two of 
US 

THE CHAIRMAN: Very well. 

MR. WILSON: Mr. Chairman and members, this is 
a brier, copies of which have ailrsady been filed, over 
the signature of Mr. Bddie Black, President of Eddie 
Black Limited. 

Berore reading the briert,, Lwould Like co hand 


out some of the examples with which we will deal 
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particularly. 

We join with Mr. Hodgins in what he has said 
aboub the dealers. 'T1P there is any one thing with 
which we are particularly concerned, and which we hope 
these hearings will eiimingte, Lt iss thigé This com- 
pany is concerned and anxious to see something done in 
the recommendations which will eventually follow from 
this Commission about eliminating what we consider to 
be the latent and preconceived fraud and misrepresenta- 
tion which is being practiced on the public today by 
Gertain dealers in che metail iappliamce trade. We will 
deal with some of the examples in a few minutes. I now 
propose to read the brief: 

? The Management of EKddie Blacks Limited, 
an electrical appliance company incorporated 
under the Laws of the Province of Ontario 
and carrying on business in the City of 
Toronto and “hed late ‘suburbs... 

I may add we have done so for well over 2) years. 

" Velo pleased LO aecept. the invition of 
this Commission to present its views on the 
matter of ‘Loss Leaders,' 

It appears to us that no useful purpose 
can be served in attempting to define a 
'Loss Leader'. The name is merely a catch- 
word to a sales gimmick, the effect of which 
in the last few years has been to greatly 
confuse the public but not necessarily to 
the public's detriment - caused consterna- 


tion amongst the electrical appliance dealers 
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and some concern to manufacturers of 
refrigerators, stoves, television and 
radio units, etc. 

However, it is our blief that there is 
nothing new about this problem -- it has 
existed in the past under such names as 
'Pire Sale'; 'Consumer Sales';'Warehouse 
Sale'; ‘Inventory Clearance Sale'; 
tLiqguidation Sale't; and many others, 

Neither do we attach any significance to 

the fact that an isolated dealer, whether 

tee eet ore shew, “ora, eroup. oF eas. should 
See Tit to sell a product to the public at 

eo 20Sh. his ds a dealer’ erie hi under our 
System of Tres enterprise and we have no 
desire to forfeit this right to a Govern- 
mental body by reason of legislation. At 
times it is sound business practice to 

unload at a Loss ora near loss to the 
public, a product whether of brand-name or 
not, fOr Which the deniand is falling off, or 
by reason of technical improvement is, or 
about to be made obsolete. It is advis- 

able at times to resort to such practices 

in an occasionally seasonal or declining 
‘buyer market', in order to avoid the heavy 
overhead such as storage costs, insurance 

and general financial charges associated with 


this type of business and of which this 
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763 
"he aware. 

It is to be recognized that the chaotic 
condition in the retail electrical appliance 
business, brought about by the increasing 
practice of competitive brand-name 'Loss 
Leader ra“ pecumiar Mand likely-to ‘renain 
so, to the large metropolitan areas and 
perhaps distances of about two hundred 
miles from them. Rural areas are not 
esuerally atfected, but at the same time, 
the problem and the consequences are the 
Same in any large city of Canada." 

Put it this way: his Commission, I am quite 
SUurS, a8 1b travels throughout-the country, will Learn 
very little in Vancouver or Montreal which it has not 
already learned here in Toronto, 

THE CHAIRMAN: I suggest then, we stay at home, 

MR. WILSON: Mr. Black reminds me I left out 
Windsor. I think he is going to comment on Windsor 
later on thle ai tern oon. 

"DEALER PROBLEM: 

Basically, itis .asdealer problem. ‘The 
small dealer is the one who is bound to 
suffer am perhaps be replaced by a new kind 
of retailer, basing his business on quick 
Curn-over Tor cash, baL WiLh Less profit per 
utes and in the main, cornering the bulk of 


a current buyer market and realizing a 
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* substantial profit based on volume. In 
the City of Toronto, for instance, there 
may be a weekly current demand for 1000 
refrigerators which would net the retailer 
a profit of »100.00 each. We might assume 
that this demand would be distributed equally 
amongst ten dealers who would each net 
1 000. 00% 

THE CHAIRMAN: Do those figures work « out 
correctly? 

MR. WILSON: JI think so, Mr. Chairman. 

THE CHAIRMAN: Would not you either have to 
have 100 dealers or give them 510,000 each? 

Nk. WHUSON: 100) dealers. 

NhoOWwever., biroush phe medium of a ‘Loss 
ieader* dealer, he may advertise the same 
unit for $210.00, realizing only $10.00 
per unit. Figures might indicate that 
perhaps 90 percent of the current demand 
for a given period will channel through 
this one new type dealer, thus, profit of 
900 units would be $9,000.00 against the 
normal average of ten units sold at $300. 
BACKGROUND FOR PRICE WAR: 

This condition will exist favourably 
until another ‘Discount Dealer! will offer 
the same unit or a similar model, usually 
a brand-name and not always a competitor's 
model, at say $205.00. 


The effect is that the other dealer's 
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765. 
"Sales are cut in an extreme manner and 
dissatisfaction results. 
POSITION OF MANUFACTURER 

From the point of view of the manufacturer, 

other than complaints from its other nine 
dealers, iu is ous Nothing, Under almoat 
all circumstances the manufacturer receives 
its price and to some extent, may well 
benefit from the effect of the advertising 
between cut-rate dealers and the sudden 
Splurge from the buying of its product by 
the public. This condition continues to 
exist for this particular manufacturer 
until the inevitable happens, that is, one 
of its competitors, through one of their 
dealers, and heavy advertising, under-cuts 
the first manufacturer. The ground work is 
then laid for a price war which limits the 
profit of the retailer to the extent that 
bie mareinm Of prorlG vs barely surficient 
to take tare of guch items of overhead, as 
rent, salesmen's salaries; commission, 
advertising, financing, delivery, and above 
all, SERVICE. With the exception of the 
item ‘service’, the public without 4,.doubt 
has the benefit of any price war, whether 
it's known as ‘Loss Leader' or any other 
Name. 
THE PUBLIC & LOSS OF SERVICE 


We believe it important to point out that 






Ne 


a een eee ‘ar 4 


i‘. 









‘é i. € 
res | 
a +4 aed ion me he PS 
Ey hat uk ee ax 

twp ioe ta ‘ei vag. 6. wody "to. dhe eed ‘hott 

/ : ig 7: yy 

“ey % f M ‘ih mn 
a paLE metido ati don esata an, tongo: iz 








¥ ‘ i Hh ? 

















Pi 1 ‘ t 7 . 
4 int ry FF Se a ¢ ’ 7 - * ' 
PROMS REO BOS TOR 290 SE ah" er plaot 7 






: . 


’ f - Ue 
ry wr ~ See wero ‘ _ an F d i tok 
J ; : ‘ he ~ 7 ind | , : ys ef 4) % pb ad Yk Ry : 4 " i ma ao t 2 gt fi rie ib tod in Wilk ht ol 7 ty Is. & » ve 2 









, ® ] . 
Boy. i" on ok ih 4 as 7 ‘ * a 
Ke Vb, : ‘Yan ,. JS POI2S OOe Of Bure Solid ees 1 
aes ; ‘ : . ea ; « i 

f , Ses . 
wi " : £" : 

y m , P , he Z 
an Lp faepi Oo. €00 Tie S AOoLyY Iiioensd : 
re. 

nebbue oft Oop sieleed svax«tito Howse ui ; 











v 
A ag S sen 
7 5 ‘) I 4 < ¥ Ey Ci NA -d Ro wil il « Bie | a J 
¥ 
is Ls 2 
X) - 1 
5 ¢ - ’ z ae a oy + * ’ he. > 
‘ ad AL) Li "4 Ad a iid aA A TelxY 
‘a ; 
7 > we M oi * | 
ft Pee) OPE FLO BT Leal ene Een 
Ser . ’ F ; 
A De y * if ; 
ih , - ‘ a 
7 " ft) we ‘ ‘; : " es 5 ft? aT ‘ 7 ‘a 
vi 5 J au/ a & 7 S “ 
UJ ‘ 
a ‘ k f ah, dad . y 
nl LoS. ; bare i Cx Tor bite ,eres.Sep 
° : 
o 
7 > we . > L a wh je ot * oy ae 
, x) ee Oras ‘ « WvOB iD ¢ 5 aay 
. : ; be 
x 
- _ i ¢ pail 
ng Hi OB ! i Ww 8. 20°) LSJ; Sead . 
- 4 . ry a a ot « > we ; 
: h ve Ved tfievor as ) ¥ 24080 
” “ i 
j he ie ef ‘ + i+ 
~ fi * ty 4 ‘ ¥ 5 ~ ? ~ ‘ 7 f crt hg ia 7 if 4 5 J 
. y o | 
a 
= f ) d n 4. Me 3 pare e 
- 9 t ee fi vv ae} if ie t oe Ga w@ 4 ye ad Chal 
f her 
é 4 *» 
ft ‘ P= 
* te CRT ult a) e && L ai LBA f ie ; rt 4 2i1 + 
. : . ’ 
i . 
ie a : > a . 4 - i" - 4 r Seve i 
: Ue i vod leny.) vA White ¥ tL f Pei f s ec EGF ity Ga | IVES 
b, —/ 
et ; 4 
ria i F , i 
won 2 b Ys ee ee ee wen * » vy ee sree t 
a alr To agitaeote ate oa elw AD Veh de Mee 4 
a 7 Py foo un) 2 
x i Fr hy F i 1K ie es 
it, ; : ; { ; i ea, ; ‘ 
Ff 


) 7 eK , : Bi chip re ik P ‘ i ane A a f . - 
Fie ; 1 PGUOD. & IwORd be OL Lose ead! SOL Wree, Me TE - 





- 7 i 1 
oe a Fi ie 
Pee es Loot iw ,~iaw Solty YoS To uitendd odd ead 
oe i ‘ +4 ee 






, ae ae el 7 : 
; tanto Vee 16 ehes7 Abou” ae Ae eB? FE. ) . 
‘ i i ; i 
I ‘ : 7 ev 
t ‘ , “>! \ my 6: 
; iF eM 
wey oe S ro 









ae - PS Ens, 


if fant’ dum oriiog 3 a i eetsoqat 72 eae 











160% 
"the public, while confused by the daily 


change of prices, generally lose nothing 
other than confidence in their regular 
dealer, but sacrifices ‘service’ on the 
purchased product which most Discount Houses 
are unable to offer under the terms of the 
manufacturer's guarantee. 

Many of the small dealers unable to bear 
the financial strain of such competition, 
end up bankrupt and as a result the consumer 
has little or no possibility of future ser- 
vices, since the dealer from whom he bought 
the product is now out of business. 

LOSS LEADER - A SALES GIMMICK: 

it is suggested that a 'Loss Leader! is 
an article which is actually sold to the 
public at either its cost to the dealer 
from the manufacturer, or sold to the public 
at a figure less than the dealer paid for 
it from the manufacturer. This practice 
can and does exist on small items such as 
electric kettles and irons, all the way up 
to expensive items such as television, 
stoves and refrigerators. The retail 
gimmick being to funnel the current demand 
of consumer buying to the dealer's premises, 
and aS a result, the buyer is then encouraged 
or switched to another product.” 


In defining Loss Leader I think a great deal 
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767. 


depends on the definition of the loss, loss of what? 


When we are referring to loss, what are we referring 


Lor Is 1l Loss Of goodwill or Toss or monetary value, 


and loss to whom? Is it to the manufacturer, the dealer 


or the intermediate jobber. 


"OVER CROWDED MANUFACTURING INDUST 





It may well be of some benefit to draw 
to the attention of this Commission that 
there are almost as many manufacturers in 
the electrical appliance business in Canada 
as there are in the United States of 
America." 


I understand from our ow enquiries there are 


30 manufacturers in Canada and about 35 in the United 


otates. 


THE 
MR. 
production 
ascertain, 
production 


look after 


"The capacity of any three of these companies 
is sufficient to supply the demand for 
Canada, and at the same time, provide for 
a modest export abroad.” 

CHAIRMAN: Do you mean any three? 

WILSON: Any three of these companies; from 

figures and figures we have been able to 

Westinghouse, General Electric and RCA, their 

facilities are such that they could not only 


the current demand of Canada but also provide 


a modest export abroad. 


THE 


CHAIRMAN: I understand when you refer to 
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those companies because those are three big companies. 
You do not mean the three smallest ones? 

MR. WILSON: We will qualify that. 

THE CHAIRMAN: If any three, including the 
smallest ones, can supply the Canadian market, we are 
very much over-supplied. 

MR. WILSON: The suggestion has been made here 
today that perhaps the retail outlets are over-crowded. 
We would like to put it to the Commission that perhaps 
it goes a long way further than that, the manufacturing 
industry is over-crowded. 

THE CHAIRMAN: What we want to get at is to what 
extent they are over-crowded. 

MR. WILSON: Well, the statistics are not with 
us. We leave that with you. 

THE CHAIRMAN: How far do you want to qualify 
this statement that any three of these companies can 
supply the demand? 

MR. WELSONS Well. 166 US DILG tb this wayi. The 
current denand of Canada comes nowhere near the manu- 
facturing potentials of the companies already in the 
business. 

THE CHAIRMAN: That is true of some other 
businesses. 

MR. WILSON: Well, of course, we are concerned 
with this industry. 

"Despite this, a very large percentage of 
the electrical appliances used in Canada 


is imported from the United States.” 
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I am told about 40 percent is imported from the 
United States. 

"We would also point out that the importation 
of American appliances does much to improve 
the quality of Canadian manufactured goods, 
forcing them to compete with American prices 
and ingenuity. sath the public is the 

o 
beneficiary. 

There are many instances in this City 
where it is most doubtful if the normal 
overhead is covered by the prices charged." 

MR. WHITELEY: Of whom? 
MR. WILSON: Of the dealers. 

Mespite the confusion which exists as a 
result of-a splurge in tLoss Leader’ selling 
and the concern toa great majority of 
dealers. we aot thad its “a mdnor vevi lot 
free snierprise and is ‘preferable to Govern= 
ment controls on prices in any way, shape or 
form. While it is our belief that every 
effort should be made to preserve the right 
of a menber of the community to carry on 
his trade or business as he wishes, whether 
for loss or profit, and in such manner as 
he thinks most desirable in his own interest, 
it is our submission that this Commission 


recommend - 
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770.6 
"RECOMMENDATION TO ELIMINATE FRAUDULINT 


ADVERTISING & UNETHICAL PRACTICES: * 

New amendments to the Combines Act or amending 
the existing section, 406, of the Criminal Code. It 
26 Our Ped eens that if Section 406 was used today we 
might not be sitting here looking into the instances 
which will show in a few minutes, fraud and misrepresen- 
tation through advertising. | 

THE CHAIRMAN: Do you mean that it is the 
fraudulent, misleading advertising which is the main 
eause of the trouble in the industry? 

MR. WILSON: Yes. We want to see the Bice 
taken out of some of the practices of retail appliance 
dealers. We feel provision already exists in the law, 
if it were used. It may be necessary to amend it. 
Perhaps then, a lot of these abuses would disappear. 

These are four main classes of abuses, with 
which we will deal in a few moments. The Nailed Down 
product -- which that advertised (indicating) was never 
intended to be sold. There is another practice which we 
feel is equally unscrupulous and despicable, that of a 
dealer working one brand name against another in a manner 
we will refer to in a moment. Thirdly, the habit of 
advertising to the public fictitious prices. Say $500, 
now $299, without telling the public the model was two 
years old and may have had a pre-budget sales tax in- 
cluded in the price which is referred to. Then, there 
is the practice of fraudulently advertising obsolete 


models as current models. Then, another one is "No 
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Cash Dow", The customer goes into the store and on 
his way in the door, there is a private finance company 
waiting to bleed him to death in order to provide that 
money to buy the appliance. 
THE CHAIRMAN: Are you referring to an ad recently? 
MR. WILSON: Well, that is the type of thing, 
(indicating). 
T have already referred to Section 406. There 
is a provision in Section 406 which says, in effect, 
that if a man publishes or displays fraudulently it is 
a crime and there is a penalty. However, that provision 
is rarely used because there is a proviso, a loophole, 
to the effect that if the advertising is in the ordinary 
course of business that is different. You only need 
to pick up any newspaper today and there is no doubt 
that that it is becoming the practice to advertise 
fraudulently, certainly in the electrical appliance 
business. 
" It may well be of gome value to also 
point out to this Committee, the exhorbi- 
tant use of advertising, the medium of which 
results in no profit, but is money thrown 
away and charged as a business expense to 
reduce very substantially, the payment of 
income tax on profits made elsewhere.” 
If I may, I would like to file with the Commission 
some of the papers we want to produce here. This, 


(indicating) is an advertisement appearing in the Toronto 
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Telegram of May 17th inserted by one dealer "Selling 


nothing", At the most it is an attempt to convey a 
picture of a dealer who will do anything to contribute 
to selling cOsts\- 2b costs 1,800 for a full page ad 
in a newspaper of this size and the possibility of this 
ad doing anything to promote sales Toour Mind, as very 
doubtful. 

THE CHAIRMAN: You mean possibility of that 
advertisement ? 

MR. WILSON: Yes, of this particular one. 

In addition, it is also probably misleading. 
This 44 million dollars worth of goods sold does not 
indicate that probably a substantial proportion are 
not goods sold at retail, but goods jobbed out from 
one dealer to another. A dealer buying in bulk can 
sell to another dealer at a lower price than that same 
dealer can buy from the manufacturer. Advertising of 
SUCh @ SOrL. Serves HO Userul purpose.” Perhaps 10 is 
misleading because the goods sold are jobbed out 
among -- or, a great proportion of them ~- other dealers. 

THE CHAIRMAN: Do you wish to file that? 

MR. WILSON: I think so. 

THE CHATRMAN: I think Sinee it has been’ referred 
to, it should be marked as an exhibit. 

That will be Exhibit T-9. 
--- EXHIBIT NO. T-9: Advertisement from the 


Toronto Telegram of May 
ny seg ahs WS ey 


MR. WILSON: "MANUFACTURERS ATTITUDE: 
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Yassumed that. the. dealer's "house' could be 
cleaned at the level of the manufacturer 

and the dealer who deceives the public by 
way of misrepresentation through advertising 
and by his own unethical practices, have his 
iTanchise taken.away...This isnot. the.case, 
due to the almost legalized form of black- 
mail that a dealer now has over the manu- 
facturer by reason of existing price main- 
tenance legislation. 

LEGALIZED BLACKMAIL: 

Of late, instances have been brought to 
mind where a manufacturer legitimately 
attempting to crack down on one of its 
pnethigal desters, has. been forced into. a 
sorry spectacle as a result of the dealer 
complaining to the Department of Justice 
that his manufacturer had taken away his 
franchises, be cause he dared to sell pro- 
ducts below their suggested prices, (viola- 
tion of price maintenance legislation). 

The gestapo-like practices which have been 
brought to our attention in one particular 
instance, has done much to encourage the 
manufacturer to sit back and take no action 
Spy elt.» 

THE DEALER'S FRANCHISE: 

A dealer's franchise should have some 
value and it is submitted that the public 


would benefit if, without the necessity 
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“of amending any price maintenance Law, the 
manufacturer could feel free to insist on 
greater requirements from the dealer with 
respect to service, merchandising and per- 
haps even, bonding. 
MANUFACTURERS NOT ENTIRELY ABOVE REPROOF: 
Some manufacturers themselves are not 
above reproof in the methods they use to 
promote sales of their own product. Many 
instances occur where impetus at the manu- 
facturing level is given to cut-throat 
business practices by the manufacturer 
agreeing not only to bear the cost of 
advertising its own product, but also to 
work his product against anothers; and in 
other instances, of actually providing 
Salesmen at no cost to a dealer, on the 
understanding that such salesmen ‘push! their 
own products as against other name-brands 
oD the deaier’s pramnises.™ 
We will come to that example in a moment. We 
have in mind one instance where a manufacturer will go 
to @ dealer and say, “You have a limited number of", 
let us say, "General Electric products. We will pay 
you the cost of advertising in the newspaper the sale 
of these genuine brand-name G.E. products at a ridi- 
culously low price, on the understanding that when 
the public comes to buy them they are nailed to the 


floor and you, in turn, are to push our product". 
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mw some relief from the existing confusion 
might result if manufacturers either 
abolish their ‘suggested price list’, or 
eliminate their proposed margin of profit 
Ont htiotipenhcesta...at 

It may well be, an indicated by the questions 
of Commission counsel, that the manufacturers! prices 
are not realistic -- that is the margin they propose. 
The public is the buyer and everyone likes a bargain. 

" Some relief from the existing confusion 
might result if manufacturers either abolish 
their ‘suggested price vee or eliminate 
theirs proposed margim of profit on ‘List 
praces’., the effect we believe, in. other 
cases would be to reduce their margin for 
fly-by-night dealers to operate on, but 
under existing legislation, it appears that 
manufacturers are afraid to take this step 
tor' fear of Goverment Lee oe for 
violation of price control legislation 
over which they have no control.” 

In commenting I would like to deal particularly 
with the introduction of the new type of dealer, the 
cut-rate house. We are a cut-rate house, but we are 
not there by choice. This company, as I have pointed 
out, for a period of twenty-four or five years has 


built up an honourable and enviable record based on 
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service; and , yet, we have had to meet the situation, 
this new trend in retail merchandising. 

" Many of the smaller retailers in large 
metropolitan areas such as Toronto, are 
concerned over the business carried on 
by cut-rate Houses. Their fears are that 
Cut-Rate Houses will do to them what the 
Supermarkets have done to the small grocer. 
The Cut-Rate House is not a new idea -- 
cut-rate of one kind or another has 
existed for many years. Cut-rate Houses 
have the advantage of restricting their 
overhead to eliminate the amount spent on 
display, deal only on a cash-and-carry 
basis and the resultant saving is passed 
on to.the consumer. In addition, by being 
able to purchase on a carload basis from 
the manufacturer, they are usually able 
to obtain a further discount. Figures 
indicate that this additional discount 
is sometimes equal to, or in excess of 
the normal margin of profit of the normal 
retailer outlet. 

Cut-Rate Houses are in the fortunate 
position of being able to turn company 
profits into dollars by reason of their 
large volume of business and the fact 
that they can cash in on brand names 


and in addition, the manufacturer often 
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" bears the cost of advertising and promotions 
We believe Cut-Rate Houses are a benefit 

to the public, by reason of the Low prices 
which result on brand-names, and render a 
service to the manufacturer because usually 
they are an outlet to move large quantities 
of inventory or declining models. Im any 
event, the manufacturer still gets his full 
market price. Another reason for the growth 
of the 'Cut-Rate' House is the attitude, 

we believe, of the retailers themselves. 
Very few business men in the electrical 
appliance business have made the adjustment 
from 'wartime sellers market' with its 
shortages and high prices, to the existing 
‘buyers market'. Instead of shaving profits 
to give consumers the benefit of the 
enormous post-war manufacturing and volume 
Of sales, many dealers are concemed tolay, 
over, the Loss of Sales, and this. loss is a 
result of their ow. insistence on keeping 
retail prices high. Retailers we believe 
must accept the fact that, whether good 

or, bade \OuteRa te: Hous S' is here to stay. 
They have touched off a change in retailing 
that cannot help but lower the prices to 
Canadian consumers and to compete with them 
the department stores and other dealers have 
the onus of cutting down the heavy distri- 


bution costs, and of getting the 
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"manufacturers! products ie eh the manu- 
facturer to the consumer at a lower price. 
In conelusion, it is respectfully sub- 

mitted to this Commission, that the 
fraudulent practices, calculated to deceive 
the public, carried on by a few nefarious 
fly-by-night dealers,should not be con- 
strued as an indication that the retail 
electrical appliance system of Canada, 

is of a bad nature. Without the necessity 
of amending price control legislation, 
which serves a very useful purpose and 
eliminates monopoly and rising prices, 

we believe effective methods can readily 
be taken to eliminate the above deceptions, 
and other fraudulently practices on the 
public if this Commission would recommend 
the appropriate amendment to the provisions 
of Section 406 of the Canadian Criminal 
Code. 

It is further submitted that this 
Commission seriously weigh the advisability 
of recommending legislation which will have 
the effect of eliminating existing fraudu- 
lent abuses within the retail Hlectrical 
Appliance business, rather than recommend 
any form of legislation which will eliminate 
competition within the legitimate trade." 


—— Se 


All of which is respectfully submitted by the Eddie Black 
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LEDs 
Company. 

Now, Mr. Chairman, I would like to mention these 
two or three examples. 

THE CHAIRMAN: Bring that first advertisement 
up and it will be marked Exhibit T-9. This is an 
advertisement in the Telegram, Monday, May 17th, page 
12, and ia filed and marked as Exhibit T-9. 

--- See Page 772. 

MR. WILSON: This is a duplicate. 

MR. BLACK: That is the next night. 

Wes WILSON. ~Thie- i8 the mext night. There is 
another 31,100 that next night telling the public the 
same thing, without any effort to promote sales. 

THE CHAIRMAN: This is a two page ad but you 
only wish to refer to the one page? 

MR. WILSON: Yes, we are only concerned with 
the 44 millions proposition. 

THE CHATRMAN;: The next one, is an-advertisement 
from the Toronto Daily Star of Tuesday, May 18th, 1954, 
which will be marked as Exhibit T-10O. 

---EXHIBIT NO. T-10: Advertisement from the Toronto 
Daily Star dated Tuesday, 
May 18th, 1954. 

MR. WILSON: Now, we have mentioned the problem 
of goods nailed to the floor and I imagine the Commission 
has heard of it before. We wish to bring to the attention 
of the Commission one instance of tht type of selling. 
I might say this is a personal experience of my own. I 
did this so we might have the evidence at the right time 


and place. On Thursday, April Sth, this advertisement 
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(indicating) appeared in one of the Toronto pavers. 
It purports to advertise two Goneral Electric models, 
one at $349.00 and the other at $319.00. The point 
we wish to make is this: How it affects the other 
dealers. The price of this model is some 440 lower 
then any other dealer in Toronto could buy. 

MR. FAVREAU: In both cases? 

MR. WILSON: In both cases. 

MR. BLACK: No, not quite. Actual cost of that, 
in large buying, was $333.00. It was advertised for 
$319.00. 

MR. WELSON; Wihere is wa ditt eronice. The ‘seilher 
is going to lose the difference between $333.00 and 
$319.00. That is, if he sold these sets. 

THE CHAIRMAN: Unless he got a special price. 

MR. WILSON: No, that includes the maximum 
special price. It would bea type of deal which has 
not existed. We will file the invoices. 

I went to this store -- 

MR. FAVREAU: Excuse me, That. is one. The 
other one, $349.00, what is that? 

MR. BLACK: That was a matter of $20 more. 

MR. WILSON: $319 was $334.00. 

THE CHAIRMAN: In that instance the advertiser 
proposed to sell the article for 515 less than the 
lowest price that could be obtained by a dealer who 
bought in large volume? 

MR. WILSON: That is. Paehty eer. 

Now, then, I went up with the cash and I tried 


within a few hours, two or three hours, of this 


a - 
as 
S + 


‘ eiteg wy om —e 


. 
~ 


; on _ - 
»Sfobom ofttoelt 


Ae 


cS) patteg ox +90; nat 4 ote ato, maf 


18 7 
itis 






re 
, a 


ory tee 
vel 
n ia 



























ees an a . 
| -_ ii oe fi : 7 
a Tei edo et sb ut Py yt ~ lesa r, a an 
‘ ap i ee i re \y 
towol Ody Bikoe ek Datom ald Xo oot ‘en - setaheed - 


















Gud, Sivoo oj notoT at wt lead gentoo gas ont. _ 

















ts Teese 30 ated wnt 2 MRVA fit : 7 
they | ~ «meade ‘dtod at omomkrie ae J 
sed 
= ,edt to Seon fleur <OTiOp tor ,OW LAVATE sae 
ne 
bd “OD Deel tto7bp saw 3D O60, G8) caw .pilynd eutel at 7 


er 
< 
~ 


‘ on Uhae San Laie 25 ‘ ” sy ry) ine 
a ne 3 + | akn a. dh tH 4 sia5 a WA 12 .% ee fLAl 
i 
: ’ . 
; Z 1th : rf? 
i \ 5 ; i i > Py ik. f a regi ia [ 
-+ 
17 Ss } ral ie eu eV eV t4 
A 
a Py vf 
: | ae 
+ : é —_ y ‘ fv vr 
7 4 ~ i é x. © ww & a 
RU rir { Vi F iy 7 ~ i a s Th r r 
LP tae i asset hi iv : eh * A 
ta . on 4 
fe . 
) 
Lj t - 1? 7 ; J pCa ‘ ‘O2°.C 4 0 
omit 
Ty) - , be co 7 r 1] 
Lf ‘ ~ ad eve GS oes 
“fi 
‘ 
if 
r 
‘ a o . 
ms ' * as ay) i ‘ } 
i 
ry 
7 od pe 
Mi 
ee 
1 
ef ¥ 
’ 
ke 7” a Sy bat s ete Qy e Vii 14470 
e ; ~ 
i 
t ‘ 7 * *“* yal yas 
. q vi " ef f , i : 1 PL efi 
: ip} n ean y Tr 7h 
{ ‘ . .* ’ + ova 246 i * i 
i 
‘ i 
: ws 4 ha «ane ava > ; ar] 7 Te Ae ty Aa Ft) 
TIovhs, at. eomesedh Lady wat « : RAMSAR Ses 
i : : Wie Or ; im 
) Pik : 7 
- 
x ’ Ue 


. ee , ‘ aan a - 
i, exit 9 stich a BR = fe "tl aloldta w \hehbe a 30 banoqoxg 
; oEw Tecead sed Bovseddo od, Sines. vent ooing Sanna 7 
. : Tul ow petal ot twas 


mOeREN bine 





7 tle. Shalt. 08.0 eat 


fateus-l tae mate aut? ile qe. ome 1 Meu, ae» 
rs r 7 a 





iy 
Cid So ,eawot. #6 Bt 40 ows) peteRt wet 
5 ; A 


VoL. 


newspaper hitting the Cae. I went up to try and 
buy one and I was shown two models of each and both 
of them had 'sold' tags on them. JI had the addresses 
and we were quite satisfied the tags on those units 
contained names and addresses of buyers who were non- 
existent. 

MR. FAVREAU: The addresses were non-existent? 

MR. WILSON: The addresses were there but there 
were no such people living there. 

THE CHAIRMAN:: You checked the names of the 
people? 

MR. WILSON: No one there by that name. These 
models were on the floor with the same names on them -- 

THE CHAIRMAN: Waiting for them to show ic 
probably. 

MR. WILSON: I was very anxious to relieve them 
ef either one of thessets, with a truck around the 
corner to save them any delivery charges. 

The pointrnwe wish tovdeke is, first of all, if 
they were sold to the public they would be sold by that 
particular dealer at a loss; secondly, it was never 
intended that they should be sold. 

MR. FAVREAU: To complete your statement, you say 
one of these was on the floor with the notation ‘sold'? 

MR. WILSON: No, sir, there were two of each model. 
That would be four sets. Each one had a sold tag on it. 

Now then, I have pointed out there would be a loss 
to begin with; second, they were never intended to be 
sold. 


THE CHAIRMAN: Thirdly, they were not sold? 
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Toes 
MR. WILSON: The chances are they were not sold. 


I told the salesman I wanted one of these sets, 
a friend of mine had one and we were very much impressed. 
He said: “Look, we have another model over here. It is 
a GE. also, a little more expensive.” As it turned out, 
Northern Electric was stamped on the face of it. I 
Sela, iis, La vgs NerLnecn Blectriuc’, He said, "That 
does not mean a thing, the cha ssik® made by GeH.", and 
Sure enough there was a tag on the back showing it was 
GH. I said I was still interested in the G.H. model. 
He said, "Twill let you see the Norther Electric 
model and the G.H. working together so you can compare 
them. Having said that, the salesman went down into 
the basement, he said, "I have to plug them in down 
woere, you Just wait". “The performance of the G.E. 
model was such that no person in his right mind would 
ever buy it. That is the extent to which this thing 
has gone. The impression I had was that the plug was 
just barely making contact with the ‘electrical outlet 
on the G.E.model. The Northern Electric model, every- 
thing seemed to be fine, a beautiful picture. If you 
were going to judge the two sets on merif you would 
pick the Northern Hlectric set. It is all part of a 
pre-conceived effort, not only to carry through this 
fraudulent advertising but also to switch a buyer from 
one model to another, usually a more expensive model. 

THE CHAIRMAN: When you referred to the Northern 
Electric model, the man in the store said it was made 
by Northern Electric? 


MR. WILSON: He said the same thing. He said, 
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"IT can show you there is a G.E.chassis", and sure 
enough, there was some reference to G.E. I am told 
some manufacturers do make a chassis for other manu- 
facturers who put them in their owm frames. Mr. Black 
will cover that later on. 

‘THE CHAIRMAN: He was trying to give you the 
impression it was the case that was different? 

MR. WILSON: Not in so many words. It was 
obvious from looking at the two cabinets, one had 
Goa. etd the-other bad Northern Hhectric.,.. But when 
you got around to the back and saw G.EH. stamped on 
both chassis, you might assume there was no substantial 
difference. | 

THE CHATRMAN: I suppose if they were made by 
GeH. there would be no substantial difference. 

MEBs WILSON: *-E-might -point out this: In the 
GeH. model I am told there is a technical improvement. 
These two models were very desirable by reason of the 
fact they had the aluminized type of tube, which gives 
the picture a greater clarity. That, of course, would 
make the one set desirable as against, say, the Northern 
Blectries 

MR. FAVREAU: Were they the same price? 

MR. WILSON: JI cannot honestly say that. Whatever 
the difference was, it was not substantial. If it was 
more it was not substantially so. I may have a record 
of what they were somewhere. 

The point I wished to make was that you could not 
buy that set if you wanted to. JI went back two weeks 


later and they were still there. 
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The other instance we would like to relate to 
the Commission is this: Some months ago we were 
approached by one of the manufacturers. In any event, 
we made a deal to take up a relatively small quantity 
of a line still on their hands. Let us say about 200 
sets. There were no more out anywhere else. We bought 
them up. So, we advertised them at the price we were 
going to put them on the market for. That was followed 
the next day by a competitor who could not possibly ° 
have had any of these sets, advertising the same set at 
lOO less than our price. Now, one can only infer the 
motive. It was obviously done to give our customers 


a sense of dissatisfaction. The public would not know 


- <7 


this second dealer did not even have the sets, the whole 


idea being to get them in, sell them something else, and 


at the same time create dissatisfaction amongst our own 
customers. 

THE CHAIRMAN: Did you take any actual steps in 
that case to verify that there were no sets in this 
other advertiser's store? 

MR. BLACK: We tried the same procedure, we sent 


a shopper to try and buy one. It was impossible to buy 


2 


there were none there to be had. We found one in one of 


their stores -- it was a chain with three locations -- 
we found one so badly battered up it could not be sold, 
and they sent it from one store to another. 

MR. WILSON: We sent our chief accountant down. 
We sent a man down whose job was to buy that model at 
any price. 


MR. WICKWIRE: Not having any, did they attempt 
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to sell others? 

MR. BLACK: Toronto Radio bought the surplus of 
Victor stock, and after advertising it consistently for 
a couple of weeks, this dealer came along with a big 
ad »40 below our cost, am 4100 below our price. The 
set was not available. We sold these people on a 
credit basis and they wanted to return the sets for 
credit. They would not believe that this dealer did 
not have the sets available. That thing is consistently 
done, a vicious type of advertising. 

THE CHAIRMAN: I think that advertisement ought 
to be filed as well. 

MR. WILSON: I would like to tear the top off. 
I have one of the addresses. 

THE CHAIRMAN: JI am going to use it again. 

This is an advertisement from the Toronto Daily 
Star of Thursday, April sth,..1954, which will. be, marked 
as Exhibit T-ll, 
--- EXHIBIT NO. T-11; Advertisement from the 

Toronto Daily Star dated 
Thursday, 6th April, 195k. 

MR. WILSON: That complets what I had to say, 
Mr. Chairman and counsel, I think Mr. Black has saved 
his voice for a few further examples. 

Thank you, very much. 

MR. BLACK: I would just like to present this 
other form of advertising. Here are two pages (indicating) - 
These ads appeared a couple of weeks apart. In this 


particular case the dealer was offered a quantity of sets. 
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We know the price because they were offered to us, 

and we refused them. He paid $225 for 150 some odd 
sets. A couple of days later he advertised them first, 
at $238. That was dated May 2nd. Well, I do not know 
whether they moved very fast or not. The manufacturer 
was approached to take this merchandise back, under 
threat. These were console models. The manufacturer 
had table models, and he would not take them back. 
Along comes an ad dated May 21, the same set, 199, a 
loss of $26 per set. This is spiteful advertising, 
here 1s no merit to 1%. i feel the consumer has lost 
all faith in this manufacturer and be has been put in 
the category of a wrong doer. The customer PuUyS a Set 
at $238 and then the next day it is down to $199. The 
dealer in question is ridiculous enough to take a 526 
loss on each set. He is not financially enbarrassed 
so that he has to do that. He has deteriorated the 

whole market so that there is no customer confidence 
at any price. 

THE CHAIRMAN: Mr. Black, would you identify 
this advertisement you have been referring to, just 
state what they are. 

Weill, I can do tmt. The advertisements just 
referred to are found, first, in the Toronto Daily Star, 
Monday, May 3rd, 1954. The second is from the Toronto 
Daily.cvuer of Friday, May ¢2iset, 1954. These are the 
two advertisements to which Mr. Black has just referred, 
I will mark them as exhibits T-12 and T-13. 


--- EXHIBIT NO. T-12: Advertisement from the Toronto 
Daily Star dated 3rd May, 1954. 
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---EXHIBIT NO. T-13: Advertisement from the Toronto 


Daily Star dated Friday, 2lst 
May, 1954. 

THE CHAIRMAN: Yes, Mr. Black? Does that 
complete what you want to say? 

MR. BLACK: That is all, 

THE CHAIRMAN: Were those invoices to be filed? 

MR. BLACK: Pardon me. This is a current invoice 
on that same set. It is dated May 27. This is re- 
ferring back to this previous one. 

THe CHATRMAN: Mr. Wickwire, do you wish to ask 
a few questions? 

MR. WICKWIRE: Just a few questions. 

I was going to ask, Mr. Black, if you would be 
good enough to explain to the Commission if there has 
been any change in your merchandising policy? 

MR. BLACK: Definitely. 

MR. WICKWIRE: Perhaps the answer would be 
obvious but noid you explain im a few words when the 
change took place and why it took place and what the 
change was? 

MR. BLACK: It was a necessity with me. We had 
a location on Yonge Street in which we were a little 
confined for room. We never had the proper space to 
expand until February. With the trend of this mer- 
chandising today we had to open up and simply come out 
in the open and say, "We are a cut-rate house", We 
made it more definite, perhaps, than some other people. 
We adopted the policy that there was no such thing as 


a list price and we now operate on the same basis as 
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Eaton's: It's our price, and that is it. Every article 
is marked below list price ee no list price is show. 
That is the price and that is the price we get for it. 
We have not two prices, just one. 

MR. WICKWIRE: As a result of that change in 
policy you have been doing and are doing, a much larger 
volume than you formerly did? 

MR. BLACK? ‘That is’ rignt. 

MR. WICKWIRE: And the customer is buying these 
appliances at a lower price than he formerly bought? 

MR. BLACK: I would say yes, to that. 

MR. WICKWIRE: Now, in your experience, Mr.Black, 
do you find any -- You have previously explained there 
is no customer confidence in the dealer because of what 
is, going on? 

MR. BLACK: That is right. 

MR. WICKWIRE: Can you tell me this: In your 
experience do you find there is any customer confidence 
in the appliance which he buys because it is sold at 
less than the suggested price? 

MR. BLACK: No, I think it ds the fluctuation 
in price and misleading advertising which has caused 
that. There cannot be too big a differential between 
one dealer and another, he has his operating overhead. 
It is misleading advertising. I do not think I can sell 
any lower than the other fellow. 

MR. WICKWIRE: Someone has suggested perhaps it 
would help to alleviate this present situation if there 
was not such a margin between the price to the dealer 


and the suggested list price? 
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MR. BLACK: I was actually responsible for 
holding that meeting where that resolution was passed. 
I believe where the discounts are too high, the manu- 
facturer could bring his suggested list down. There 
will always be cut-rate houses but there will not be the 
big spread that there is now. 

MR. WICKWIRE: The fact there is a big spread 
opens the door to the price cutting? 

MRi BLACK: As Mr. Waddell said -- unfortunately 
we are in Toronto -- in Windsor he operates on a 
different principle, on a trade-in principle. In 
Toronto the trade-in is simply gone, there is no such 
thing. The customer can buy just as cheap with or 
without a trade-in, 

MR. WILCKWIRE: Do you know if there are any 
service companies actually operating in Toronto who 
do not sell appliances? 

MR. BLACK: That is rigit. 

MR. WICKWIRE: Are they pretty busy? 

MR. BLACK: There are companies operating as 
far as the white goods are concemed. On nationally 
advertised lines they are usually sold to the public 
with a service warranty provided by the manufacturer 
or a service company which has taka that warranty. 
That is in the Metropolitan area. I do not know about 
the out of town dealers. He has to service them 
himself. 

MR. WICKWIRE: One of these exhibits your counsel 
has placed before the Commission -- it is the one marked 


Exhibit T-9, the New Era advertisament, "Our Auditors 















o ie 
setae tex cor 
ree 


e< dect oe 
~Up@a eff | teas one” 





ae 
Dp) 
af 








arene ‘ame galt hedee 
: ete 


we alt ad vom EE be eaedd yd ee buod- esncuito eg ee ina 16) oe 


ra ; iy poe sour at s1edit gent hbaviga Ss shi” 















‘ , 
¥ er ws Pe rt. se nit 4 Ca OTT) Te y - 
rat MHOTTe Bio 8 Bh Sread cost BET. (1Seo tO TF Pace 


= 
bana " 
i) 5 ' i ’ : = ’ 
ih of a a : ~ ww 
et a Shas Manitiee op Ind Eiv .o? s600 an? eosto’ 
- ely » - 7 * hte 7 or 4 ~~ TT ; 
eS) " ae es we VISES’ 2 Lee ipa.” fe SHOALS Peers 
! 
4 ak, Fy 
6 ©O “£90 et 200 Go Toba ii = Of coc OT fi fxSze oF 


‘ everk@ Su bea ee an” & d vu + aa " ah 
(  .ehyhondeg. opesiers” a ao) oii len iuq taete tte 





( “iy a as ¥ - e+ ~ an 
¢ bee a t, tee S) Daguie Fo at SOR tee | pias 4 Go a fo Ior 


th hs “ade i7iw dese i ani, VY sat) Tenoiaio eT > al id 


snl-sher? 8 tvods ty 
~ 
‘ 
‘ ' é y T t 
f es Wt) “ Xz 4 a5 dh os Vi 
" a 
7 . 
- ee area: i f , oe foe Ratiaecmoo eolviTse 
al - 
7 é 
ae ae “ 
m COE Af sol OD 
Ds 
sf ¢ s J 
a 2 mi : , 7 Mie Art gee ! 
wn 
‘ i of 
i § i 4 “TF ;4 
| P, } }) ay 4 Mae DLW 
Tg , 
na | ; , 
Fave Lg ws sq ii ~ 6 ri Aa. HA 
Oe : 
7 
‘ Tis 
; i “ i ! 4 re S 828 62003 tf ov ms 8 = 4 Ss : 
4 vw 
! ; 
abt fo é Fd tT fe ‘ Widen , > we Bf ‘ , Ss 
: Oriel } 2 i OF . 2 OG isel 2 / ‘ v eeol hd i pwaig TS ly oF 
-_ f ; 
a i 
7 ’ 
in ry : ‘ : 3 +o f c 4 + eri leu > fi e V a “4 g iw 7 
7 cy O°" SS ok eyr4 ra DB bs ay bel 4 F , 
: “Vi Ni TLew ORGS Gand eas Los YaORieoe SoLvcee 8.76 
i 


his nods wo Gonak aon. B 29 Logg eid oh al jes? 


Si! Comes wrod 0 tgo<ea7 


. 


of Medan 






LeSaieo hom by bdax ze eggs 3c 620 asset ah 
a j hy 7 if 
Sue a ORD Bet: ee oe <+ ool aed a9) aotee deo. ste 


| _ 
ioe tha Oe seae-ets ser00 oc sett ates e- pti 
F ee a » 





7906 
Verif y New Era Have Sold Over 44 Million Dollars Worth 


of Houipment” -- what is the difference between that 

and the T. Haton Company saying “Merry Christmas To 

Ali QumseCusteomers'? I cannot see that that in itself, 
is fraudulent, With some of the other examples given, 
I perhaps agree, but I do not understand why that is, 

in dtseLi, fraudulent. He says his auditors have 
certified that they have sold over 44 million dollars 
worth of appliances. 

MRw BLACK: ;sleamea Lithkerhardvcof hearing, I do 
not catch every phrase. 

Mie WLCKWIRES Al Team sorry. yi can Poblow the 
complaint about the Nailed Down articles, I can follow 
the illustrations your counsel gave about the difference 
between the G.E. machine and the Northern Blectric 
machine. That is being alleged as being fraudulent 
practices? 

MR. BLACK: Ido not class that as fraudulent 
advertising. We call it wasteful advertising. It is 
probably trues. 

MR. WICKWIRE: Anybody who is foolish enough to 
give $1,100 to a newspaper can do it. 

MR. WILSON : And it was not Christmas either. 

MR. WICKWIRE: Oh, no. 

I cannot see that it is fraudulent. You have 
suggested legislation or amending legislation, and I 
cannot see how you can get away from that sort of thing. 

MR. WILSON: No, we do not say that you should 
take that too seriously. We are trying to show money 


is being thrown away on stuff like that which has no 
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value as far as we are concerned, in the business. It 
is trying to sell personality. The picture in every 
home of a particular dealer. 

MR. WICKWIRE: Thank you. 

THE CHAIRMAN: Mr. Black, I was a little puzzled 
by one or two things you said and I am not quite certain 
that I understood the full meaning of one or two of your 
answers. In reply to one question of Mr. Wickwire, part 
of your answer was that you did not think you could sell 
at a Lower price than the other fellow. 

MRs BLACK +2 Lido snot think .0.. This if en 
experiment with me and I cannot give you any figures 
yet as to how profitable it is. 

THE CHAIRMAN: Are you selling at a lower price 
than most of the other dealers? | 

MR. BLACK: I do not think so. 

THE CHAIRMAN: As a result of your selling 
policy, which has been to sell at the lowest price, 

I thought you said to Mr. Wickwire that your sales had 
gone up substantially? 

MR. BLACK: Oh, substantially, due to larger 
premises and more advertising, and coming out with the 
fact that it is cut-rate. 

THE CHAIRMAN: If you are not selling at a lower 
price than most of the other dealers, would you say that 
the likelihood is that their sales have gone up too? 

MR. BLACK: I would not have any idea. 

THE CHAIRMAN: Some of them suggested they have 
not gone Upe 


MR. BLACK: We have taken a lot smaller mark-up, 
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and naturally, we are banking on volume taking care of 
our overhead. I could not tell you what will happen. 

THE CHAIRMAN: Do you think the cutting of 
prices has widened the market so that many more people 
come in and buy than otherwise would have done? 

i. “BIACK? SAG Lo say, ib was @ case of being 
forced into it or out of business. I had to take the 
Same attitude as five or six other large cut-rate houses. 
There is no halfway measure, there is no such thing as 
halfway; you are in the cut-rate business or you are 
going to tarely exist as a full price house. 

THE CHAIRMAN: I do not think you have the 
point of the question. What I was wanting to get at 
is whether you can give me an answer from your ex- 
perience as to whether the result of cutting your 
prices has been that a good many people who would not 
have bought appliances did buy appliances because they 
could get them at a lower price and therefore, were 
willing to buy? 

MR. BLACK: I believe that. 

THE CHATRMAN: You think that is true. 

Do either of you wish to add anything further, 
because I think we have completed all the questions we 
wish to ask. 

MR. WILSON: Just in answer to your question, we 
have found just as Mr. Jardine did, as Mr. Black has 
said, that this is something we have been forced into 
comparatively recently. We have found, as a result of 
@ drPastic drop in prices, that people, instead of 


buying a refrigerator or a stove, one item a year, they 
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will come in and walk out with two or three big items. 
It is nothing to have a customer pote in and walk out 
with an order for a ‘frig, washer or dryer or deep 
Freeze. 

MR. WHITELEY; You are getting more multiple 
seled, Ln other words? 

MR. BLACK: The only reason we brought up those 
instances, we are still a showroom for a lot of other 
dealers -- we are not the lowest in price. 

THE CHATRMAN: No. 

If there are no other questions that will 
complete the presentation on behalf of Eddie Black 
Limited. 

MR. WILSON: Yes. 

THE CHAIRMAN: The hearing will adjourn for 
this afternoon and we will resume the sittings to- 


morrow morning at ten o'clock, 


--- Whereupon the hearing adjoumed at 4.59 o'clock 


P.M. on Wednesday, 2nd June, 195k. 


(Page 800 follows) 
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TORONTO, THURSDAY, JUNE 3rd, 1954 
Delegation from: CANADIAN GZNERAL #LECTRIC 
COMPANY (SMALL APPLIANCZ 
DEPARTMENT) 
Represented py: Mri oR. Me Jemings, 
Manager, Small Appliance 
Department. 


Mr, (G2 wi ide: 
Manager, Advertising and 
Sales Promotion, Small 
Appliance Department. 


---Thne hearing commenced at 10.00 a.m. 


' 

THE CHAIRMAN: Gentlemen, tne hearing will 
come to order, and this morning the first presenta- 
tion is to be made on behalf of the Canadian General 
Hlectric Company. 

I would suggest that those who are takin, 
part in tne presentation might be grouped at this 
taole to the rignt and we might follow the pro- 
cedure wnicn has been previously observed, tnough 
this brief is somewhat longer and might take a 
little longer to go through than others. I would 
sugyest that the oprief be read, and any comments 
which the gentleman reading it desires to make 
may oe made during the course of reading it or at 
the end as he sees fit. Then he may make any 
comments or additional observations that he 
desires to make and any other member of the 
delegation who desires to comment on the general 
picture may also do tne same, following which 


we will have questions and discussion of the whole 
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situation and the matters contained in the brief. 

To begin with, we would like to have tne 
names of the actual delegation and their positions 
witn relation to the company. 

MR, JENNINGS: Mr. Chairman, I am R. M. 
Jennings, Manager of the Small Appliance Depart- 
ment of Canadian General Electric. As the chief 
executive of the Small Appliance Department I 
have responsibility for engineering, manufactur- 
ing and marketing G.E. small appliances in Canada. 
Except for the period in World War II, I have 
been associated with tne small appliance business 
for Canadian General Electric since 1931. 

I nave here with me in case my voice 
should not hold out in reading this long brief, 
Mr. R. C. Wilde, who is Manager of Advertising 
and Sales Promotion for the Small Appliance De- 
partment. 

Just before I begin, sir, may I make just 
@ comment to tne Press about the Drier. “Lf -nave 
some copies here if they would like them. 

Mrs Chairman, members of the Commission, 
Mr, Wickwire, and members of the Press. The 


Small Appliance Department of Canadian General 


{J 


lectric Company is proud of the good value its 
small appliances offer and their suggested re- 
tail prices. We take pride in the job we have 
done in pioneering new products and in making 
availaole to the Canadian puolic quality small 


appliances with fine appearance and outstanding 
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performance at suggested retail prices wnicn are 
low in relation to the prices charged for most 
other goods and services. we manufacturers are 
castigated frequently avout Canadian prices being 
much higher tnan they are south of the border. 
This is “not true’ of our smaler appliances - "For 
instance, our Heatnerweight iron wnich nas been 
Ssuvject to heavy loss-leader attacks nas a 
Canadian suggested retail price of $12.95 includ- 
ing 10% excise tax. In tne United States the 
retail price of its counterpart made by our 
American company witn only 5% tax is $12.45. Our 
Swivel-top vacuum cleaner whicn nas a suggested 
retail price in Canada of $99.95 including 10% 
Sales tax, “lasts in-che U.S-A. 4at 6097905 with 
no tax. Our parent company in the United States 
does not sell a kettle or floor polisher. However, 
a manufacturer of domestic floor polishers in the 
U.S.A. makes a machine of the same type as ours. 
he makes more machines than tne whole inaustry 
manufacturers in Canada. And yet his suggested 
retall price in the UsSsAy ts o10700 higher than 
our suggested price in Canada. 

we take a very serious view of the loss- 
leadering and other excessive price-cutting that 
nas taken place on our products as a result 
of the enactment of Section 34 of The Combines 
Investigation Act. If, in the presentation 
of tnis brief, we fail to present our case 


clearly and fully, it certainly will not be 
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from lack of time and effort. 

"During the past 25 montns our Feather- 
weight iron, electric kettle, and floor 
polisner have been wideiy advertised by 
retailers as ‘loss leaders'. Because of 
the eXtensive use of our products for this 
purpose, we are suomitting this brief to 
supplement the more general presentation 
being made on behalf of the Appliance Indus- 
try oy the Canadian Electrical Manufacturers 
Association, 

"In the preparation of this material we 
have taken note of the Commission Chairman's 
request, contained in his letter inviting 

° 
representations, for specific information, 
and have included details of several repre- 
sentative examples of loss leadering on our 
small appliances and other factual data 
to snow the extent of tnis practice and 
its effects: 

"In expressing the nope tnat tnis 
material will be of assistance to the 
Government in developing a solution to 
this propvlem, we would respectfully ask 
the Commission to remember that retail- 
ers are under no obligation to supply us 
witn ractual information, and in many 
cases have been reluctant or unwilling 


to do so. 
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Bal Weer 
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And this is a foreward to also explain the brief. 

"An explanation of the organization 
structure of the Canadian General Electric 
Company (hereinafter referred to as CGE) and 
its method of doing business on small appli- 
ances will assist in understanding the com- 
ments in this brief 

"The Small Appliance Department is a 
semi-autonomous, decentralized business 
within the overall framework of CGE. It has 
responsibility for manufacturing and market- 
ing GE small appliances (irons, toasters, 
Kettles, floor polishers, vacuum cleaners, 
etc.) in Canada and has its own balance 
sheet. It sells small appliances to about 
90 independent distributors plus the 25 
warehouses operated by the wholesale Divi- 
Sion of CGE. Shipments of small appliances 
are made direct to distributors from fac- 
tories at Barrie, Ontario, and Quebec 
City. No stock is carried elsewhere by 
the Small Appliance Department. The Whole- 
sale Division of CGE also has its own 
profit and loss statement and purchases 
small appliances as a distributor from 
the Small Appliance Department. 

"Our distributors (sometimes known 
as jobbers or wholesalers) perform tne 


function of stocking GE small appliances 
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at convenient points across tne country. 
Tney promote the sale of tnese appliances 
with and through dealers (retailers) and 
fill dealers! orders from their stock. The 
Small Appliance Department does not sell 
to retailers. All of the firms mentioned 
in this brief to illustrate the extensive 
use of our products as loss leaders are 
retallers and purchase GE small appliances 
from one or more of our distributors. 

“To get mass exposure of our products 
in dealers' stores so as to attain the pro- 
duction volume necessary to achieve low 
manufacturing costs and to cover adequately 
the electrical, hardware and jewellery 
trades, we use a system of multiple distri- 
bution, i.e., we have a number of distri- 
butors in each geographical area, none of 
whom nas exclusive territorial rights. 

For this ireason it is difficult or impos- 
Siole for us to obtain accurate figures of 
retailers' sales or our total sales by 
areas smaller than provinces. 

"On Tuesday, April 6, 1954, the 15% 
excise tax on small electrical appliances 
was removed. On wW_-dnesday, April 7th, 
the Small Appliance Department of CUE 
reduced its price on the GE floor polish- 
er by the full amount of the tax as de- 


tailed below: 
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Suggested Lowest Sug- Our 
Retail gested Price frice 
Prace to Dealers to 
(ists of'3 Distri- 
or more) butors 
With 15% excise tax $64 .50 $41.93 $35.80 
After excise tax 
removed 54.50 35.43 2.25 


"On Thursday, April 6, the Danforth Radio 
Company Limited, who operate five retail 
stores in Toronto selling electrical appli- 
‘ances and TV, featured our floor polisher 
in an ad in the Toronto Telegram ..." 
And I would ask you if you would mind referring to 
Exhioit A just for a moment. In this ad the 
Danforth Radio Company took a band across the 
paper using three cuts of the floor polisher about 
five inches deep, I would say, offering the polisher 
at $33.85. 
"This ad which was in the Toronto Telegram 
on Thursday, April 8, was repeated on 
Friday, April 9 in the Toronto Star. Dan- 
forth Radio continued to sell polishers 
at $33.85 until Monday, April 12, when 
they increased the price to #38.95. 
"Between April 8 and April 12 in- 
clusive Danforth Radio bought 833 
polishers from Ellis & Howard Limited, 
Toronto, Electro Sonic Supply Co. Ltd., 
Toronto, and the Wholesale Division of 


CGE. They may have purchased from other 
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distributors as well. In chronological 
order, their purchases from these three 


Gistributors were as follows: 


Date GCuantity Purchased 
“4 nay from 
Thursday, April 8 30 CGE wholesale 
Division 
iS 4 24 Ellis and 
Howard 
Friday, April 9 LES CGE Wholesale 
Division 
i 120 Electro Sonic 
supply 
e a 175 CGE Wholesale 
Division 
d “60 Ellis & Howard 
Saturday, April 10 144 CGE wholesale 
Division 
Monday, April le 105 CGH Wholesale 
wei Division 
Total in 4 days 533 


"From the manner in which the polishers 
were bought and from shopping the Danforth 
Radio stores several times during the sale 
and finding them out of stock, it appears 
reasonable to conclude that all or almost 
all of the 833 polisners purchased by 
Danfortn Radio during this period were 
sold by them during the three-day sale, 

This 18 more GE polishers than all the 


retailers in the metropolitan area of 
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Toronto would normally sell in a month. It 


is almost as many polishers as tne largest 
retailer in Toronto sold during a full year 
prior to the enactment of Section 34 of the 
Combines Investigation Act. 

"Tom Gibson, sales manager of the Dan- 
forth Radio Company, stated to us on April 
13th tnat while he did not know exactly how 


many GH polisners they had been selling 


before the sale, he estimated that they had 


been averaging about one per day. 


"629 of the 833 polishers bought during 
the 4-day period and advertised at $33.85 
were purchased from the wholesale Division 
of CGE at $35.43 each. In view of the large 
quantity purchased from CGE at this price, 
it would appear reasonable to conclude that 
the polishers purchased from the two other 
distriputors were pvought at the same 
price. 

"we pelieve everyone will agree that 
this is a clear-cut case of using a well- 
known product as a loss leader. 

"It is out one of many instances of 
loss leadering and other excessive and un- 
healthy price-cutting practices that nave 
taken place on our small appliances since 
resale price maintenance was made illegal 
on January 1, 1952, througn the passing 


of Section 34 of the Combines Investigation 
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Act (hereinafter referred to as Section 34.) 
A number of other specific examples of loss 
leadering and other unhealthy price-cutting 
practices will be found on pages 4, 5, 6, 
6 and 9. 

"In fairness, it snould be emphasized 
nere tnat the Danforth Radic Company was not 
among the pioneers in using the GE polisner 
asa ‘loss leader' in the Toronto area. 

"We, in the Small Appliance Department 
of CGE; believe firmly in the principle.of 
resale price maintenance; that is, in the 
right of a manufacturer to exercise some 
measure of control over the prices of his 
own trade-marked products if he wisnes to 
do so. we feel that this privilege which 
is now denied to us py Section 34 is, from 
a long-term standpoint, in ihe best interests 
of our department, of our distrivoutors, and 
of all out a few of the dealers nandling 
our products. While it cannot ve denied 
that under the present legislation the 
public has ootained some outstanding bar- 
gains at the expense of thousands of re- 
tailers across the country, we remain un- 
convinced that Section 34 is in the test 
interests of the consumer over an ex- 
tended period. The serious effects on 
all concerned of the loss leading and 


other unhealthy price cutting which has 







ee 
eee a 

















a) | ‘vaomeneaed. 2 ooseiqaa, trai au a 
: | ee statonteg eng ab: ear, ovary, 1500 » | 
| oa0 iat at sed psdasiedaten eoiay oissot . 
Q | | Set salotexe OH, setae tons * ‘to tHgit 
att aid to Mea, sie ons a9, Die ia 49. ouresan ti 
cg aeited w od at piouhorg belxen-obexd awe 
fey ete Syoliving dda? eaaz igen ou 408 a 
‘ | SY CaS *e pobi det Lo au OF, betas war at P 
| ‘sgneenen deed ong a " detoabaate, med -yn0 ‘ 
bes SRSOSHM ESTERS bia to tena at cod EO io : 


gal thea sisiaeh ond qe wad & ted ti % 


oe 


y, ane oF tondno an sfdw | ex oubong Tuo 


— 


{ 


add, nuda abalaes dreaeng orig, pba ey, : 


er ee Leer 


~2e0 apitbassasuo ome id sad Sait otiaug 


; ae ie ee, 1 cebaiauody to eemogne add antsy | 
yea thu ‘adeno: ow vendauos oe ferry ei ies | | 
,2988 et2 At ot AE wipdz982 Yand Dabadvaoe aa 


Nadas icles uence 6 2) a 
a, erga 


810 


resulted from Section 34 are outlined in 
detail later in this brief. 

"The GE floor polisher has probably 
been used as much or more than any other 
item as a loss leader. We would like to 
trace briefly the history of the develop- 
ment of this product in the hope that it may 
inake a contribution to a petter understand- 
ing of now new products gain public accep- 
tance and explain our opposition to Sec- 
tion 34. 

"When World War II was drawing to a 
close, we turned some of our attention to 
postwar planning -- to the possibility of 
developing new products which at that time 
were not in common use, 

"The floor polisner was one of these. 

‘we found that back in the 1920's some- 
one had come up with the idea of building 
a domestic floor polisner with two counter- 
rotating brushes which had the full 
weight of the polisher on the brushes 
while the machine was in use. Several 
small manufacturers in the United States 
had put such a machine on the market in 
the 1930's and had each sold a few. These 
machines had not appeared on the market 
in Canada pre-war. There were no basic 


patents on the two-brush idea. 
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"we secured one machine of this type 
and our preliminary tests indicated that it 
did do a good job of polishing floors. we 
decided to undertake a full-scale market 
research program to determine whether or 
not this product did a good enough job in 
relation to the price we would have to 
eharge for it to find favour with the pub- 
lic and allow us to develop volume sales. 

"We purchased 19 polishers of three 
different makes, and over a period of two 
years we loaned these polishers to over 
200 people to use in their own homes. Hach 
person after trying out the polisher was 
asked to complete a questionnaire : 
which is in the brief as Exhibit 35 and which I 
don't think we need to refer to. 

"The two key questions on this questionnaire 

were - 

(1) What is your opinion of the perfor- 
mance of this floor polisher? were 
you satisfied with the results ob- 
tained? 

(2) would you like to own one of these 
polishers? If ‘'yes', what would 
you consider a fair price? 

"Many shortcomings of the machines 
tested were mentioned by users, out over 


90% of the people wno used a polisher 
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indicated they liked the idea and would like 
to own one. Approximately 10% stated that 
they would pay a price as high as $69.50, 
while almost 50% indicated that if a machine 
of this type could be manufactured to sell 
as low as $59.50, they would buy. 
"At this stage preliminary cost esti- 
mates were prepared which indicated that if 
we could achieve high volume production, 
we could establish a retail price of $59.50 
and provide margins for distributors and 
dealers which would make it interesting 
and worthwhile for them to do tneir part of 
tne creative selling job necessary in oring- 
ing to the attention of the public the 
merits of this new product. Our work up’ 
to this point had cost us several thousand 
dollars, 
"A decision was reacned to go anead 
and a sales objective estaolished equal to 
several times tne maximum rate at which 
floor polishers had ever been sold pre- 
viously.” 
And that is, sold by all manufacturers. 

Mak. WHITELEY: In Canada? 

MR. JENNINGS: In Canada, yes. 

MR. WHITELEY: I thought you had said 
earlier there had been no such machine on the mar- 
Ket in Canada? 


MR. JENNINGS: There were other types of 
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macnines, other types of domestic floor polisners, 


out not of this type. 


THE CHAIRMAN: You mean, not electrically 


operated? 


MR. JENNINGS: That is right. 


THE CHAIRMAN: You are not referring to 


the nand-pusn machine, 


MR. JENNINGS: No, sir, the type on the 


market poefore the war, what we refer to as the lawn- 


mower type, it nad one orush that went around like 


TOLLS; 


or a single brush whicn rotated like this 


on the floor, witn most of the weignt on the 


wneel. 


Neither of tiiose types nad found favour with 


the puolic because their performance was not good 


enough. 


"Our mechanical engineering specialists 
and appearance design people worked togetner 
to create a design which would overcome 
tne weaknesses of the macnines tested, 
have good appearance, and lend itself to 
low-cost manufacturing. After extensive 
model making and testing a design was 
completed in 194%. Tooling was begun and 
by tne spring of 1949 we were ready to 
launch this new appliance. It was a 
product of Canadian origin with no 
counterpart in any other country." 


MR. WHITELEY: what ago you mean oy that, 
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MR. JENNINGS: I mean, sir, there was no 
machine like it in any other country, exactly like 
it, having the same appearance design, having the 
same mechanical engineering. 

MR. WHITELEY: You are taking quite an ex- 
tensive territory there. 

THE CHAIRMAN: The word "counterpart" might 
seem to indicate that tnere was nothing operated 
on tne same kind of principle. 

MR. JENNINGS: Perhaps we are stumbling on 
the word "counterpart", but the word ‘counterpart" 
means a macnine exactly the same, in appearance. 

‘It is a fact well known to marketing 
men but not generally appreciated by others 
that people do not beat a path to the door 
of a manufacturer who puilds a new kind of 
product that no one Knows avout. Man is a 
creature of habit and generally resists 
new ideas and new things wnich he later 
comes to value very highly. 

"Regardless of the merits of a new 
kind of appliance, regardless of what it 
does for the user in relation to the 
price the buyer is asked to pay, it takes 
a great deal of creative selling on the 
part of manufacturers, distributors, and 
dealers to convince tne first 5% to 10% 
of the people that they should buy the 


new product and enjoy its advantages. 





" Detesego goieion aoe sun? sat etaedbAd 03: hond 
ae mT Tcl oe | Dab siidedb otra aieticr tl 


ind ‘ie 


ro ganidewte, one ‘ow eqatize’ Oa Ae 


> aes sl 
’ 


ick ve bi ‘gunqzodaute! babe aul dud “agra tnsioo! mow ent 






















- Sos 1 BeGGs at eane a7 is oaxe, entagen & aiyaon 


SonTeREerh Au 


oe i . an aseeaae od armor frev doat.e ef a. 

| wtedse ee beastosvags Calpe vou que om de 
/naob ead oF aot & Jaed son ob siqosq sags: 
Ve 9o tale wen a ebltwd 1 ad ap ah ow"oeisar 6 
| 8 et nae, | aus enon ea wu sede geubemq 

; eatov el iwtenga a 1d tS euitaens 

| nets. at salah ny tad we bar opt won 
Satie bs J fyi eam ee, outey ot BeHGD 

| sot 6 to eoiv9m ens ‘4p neo lexeges" a . af 


oe 
.¢ * , 


oh Sich od supinraaes yOeRe hinge 40 bakx - 


y so 


F a! ond co noiteton bs seul nyt 
i | XE 


a gong a2 eed Co bones at maywe 





ot fo poitias évtvsers to 1sab. 2689 B 

“a bas , wioduuiadene SST oe Turse Ie area 

; Kad od KG Juett snd etatvacy oF santos 
oot wd Bian ef 25gue 048! : 
1 S0getBb esh yous bas ¥ cs 


7c 
wea “ 2 cig wie ess 
“ie ae 














- 7 






r Ce 


815 


"We faced this situation in tne joo of 
building puvlic acceptance for tne floor 
polisher. Here are some of the things we 
Gid during 1949 and 1450. 

"We sola petween 4.000 and 5,000 floor 
polishers at a loss to distributor and 
Gealer sales personnel for use in their own 
homes to acquaint them with wnat the polisn- 
er 'WOuLG doi, 

"we released several large newspaper and 
magazine ads across the country designed 
to do a creative selling joo. sxhibit C 
is a sample". 
And 1 would ask you if you would just refer to Ex- 
hibit C for a moment. I would just like to make an 
extra comment avout what we may mean by creative 
selling job. By creative selling on a new type of 
product that no one knows avout, we mean selling 
by various media. oy tne retailer, oy the manufac- 
turer, which tells the public wnat the product will 
do for them, talks about the advantages of the 
product. That #xhivit C is just one example of 
newspaper ads that we use. 
"Over 600 French and English billboards 
(tnose in exnioit D) were posed for one 
montn all across Canada ata cost of about 
$17,000. Approximately 1200 display and 
demonstration centres (shown at exnibit £) 


were pought at a cost of $35.00 each, 
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approximately two-thirds of which was paid 
for vy the dealer. 

"when the polisher was introduced 
sample polishers were shipped to approxi- 
mately 1200 retailers all across the country. 
As production was expanded additional re- 
tailers undertook to stock and display the 
polisher until over 2000 were offering it 
for sale. These retailers gave thousands 
of demonstrations to prospects in the 
homes and in tne stores, kept the polisher 
attractively displayed, made calls on pros- 
pects in tneir homes, loaned floor polishers 
to prospective purchasers, and in many 
other ways did their full part in the edu- 
cational job that is necessary to get a new 
product moving in volume. 

"By 1950 we had achieved our original 
sales objective and the polisner was being 
offered across Canada at a uniform retail 
price of 559.50. At this price, in our 
opinion, buyers were getting excellent 
value for their money in relation to the 
price of other goods and services -- and 
they indicated that they agreed by their 
volume purchases. In Septemper 1950 a 
15% excise tax was imposed, which made 
it necessary to increase our price to 
$64.50. This excise tax was increased 


to 25% in April 1951, which necessitated 
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a further increase to $09.50. This heavy 
tax slowed down our sales to some extent, 
put we still managed to achieve our volume 
objective for the year 1951. 

"Up to this point we had invested over 
half a million dollars in market research. 
engineering, plant and equipment and tool- 
ing, and in advertising and sales promotion. 


"Let us now trace in chronological or- 
der what has happened to our polisher since 
the passing of Section 34, using Toronto as 
an example. 

‘In April 1952 the suggested retail 
price was reduced from $69.50 to 64.50 
when the excise tax was lowered from 25% to 
15%. The suggested price to dealers for 
each polisher in lots of 3 was $41.93; 24 
$39.83; and 48 $38.70. In May and June 
the polisher was heavily advertised in the 
Toronto Star and Telegram. Among others, 
Consumers Electric advertised at least 
four times at $44.95, Midtown Tire twice 
at $45.70, Caplan Radio Danforth Ltd. once 
at $41.95, and New Era twice at $42.77 and 
once at $41.75. All of these prices were 
above the 48-quantity dealer price of 


$38.70, but substantially below the markup 
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required by the average electrical dealer 
to cover operating costs. 

"As ‘loss leadering' developed in in- 
tensity during 1952 we came under heavy 
criticism from a large number of the smaller 
retailers who did not have tne space nor 
the money to buy 24 or +5 polisners at a 
time in order to get the quantity price. 
These retailers who normally followed the 
practice of buying standard package quan- 
tities of these frequently, found that they 
were not in a position to meet the cut 
prices established oy the cealers who were 
using the polisner as a loss leader. Because 
of the very important contribution the small 
retailers all across Canada nad made in 
building up our volume sales, we came to 
tne conclusion that it would be desirable 
to try to put them in a position to compete, 
and as defence mechanism we accordingly 
withdrew the suggested retail quantity 
prices at the end of 1952." 

MR, FAVREAU: From that time did you limit 
your largest discount to lots of 3? 

MR. JENNINGS: That was our largest sug- 
gested. As you know, we can only suggest. 

"The situation continued much the 


same during 1953 until the last quarter 
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when prices oroke througn the previous low 
and some polishers were sold py retailers 
below their net purchase cost. 

"The Better Plumoing Company Ltd. of 
641 Yonge Street advertised in November at 
$41.00. George's Appliances Ltd. of d42 
college Street purchased 144 polishers from 
CGE wholesale Division on December 15th at 
$41.93 each and advertised them at $41.00. 
New Era, Caplan's, and others followed suit 
and on December 17th the wayne Radio Com- 
pany oroke through the $40 barrier to 
$39.95. 

"This remained as the new low through 
the first quarter of 1954 until tne excise 
tax came off on april 6th. The Danforth 
Radio Company was the first to break tne 
price down below 35.00, with the results 
detailed at the beginning of this prief. 

"Here is a partial list of Toronto 
advertisers since the excise tax was removed:" 

And I mignt say this is from April 7th to May 7th. 


"Date Paper Price Dealer 
April 7 Toronto Star $40.00 New Era 
3 : n 39.95 Wayne Radio 
8 " Telegram 33.85 Danforth Radio 
g " B 33.85 Herd Caplan 
Radio 


g erates 33.85 Danforth Radio 
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April 28 ‘Toronto Star 33.75 Michael's Appli- 
ances Ltd. 
May 3 4 u 32.95 Wew Era 
> i 33.75 George's 
5 si Telegram 33.95 George's 


(no money down) 
if i Star 33.95 George's 
(no money down) 

"It is interesting to note that since 
the excise tax was removed at least five 
Toronto retailers have advertised the 
polisher below our best suggested dealer 
price, of $35.43. 

"Detailed information on one instance 
is interesting." 

And this is particularly interesting in view of the 
information that was volunteered to you yesterday. 
"On May 3rd New Hra advertised the 
polisher in a relatively small ad in the 
Toronto Star" 
You might just refer to Exhibit F if you would. 
This was part of a two-page ad. The ad on the GE 
floor polisher is, what, about two inches square, 
two and a nalf perhaps, just a little ad which says 
"100 only, none sold after 7 p.m. 

THE CHAIRMAN: As part of a two-page ad 
it might attract more attention than it would do 
if it had been by itself. 


MR. JENNINGS: Oh, yes sir. I mean, it was 
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a relatively small part of a large ad. ‘YTnat is 
my point. 

‘On May 3rd New Hra advertised the 
polisher in a relatively small ad in the 
Toronto Star at $32.95, limiting sales to 
100 with no sales after 7 p.m. Suosequent 
to the sale Mr. Lewis, President of New 
Era, told us that he had let the sale run 
through*until 7.20 psm., at which time. he 
nad sold 108. He then raised his price to 
$37.75 and between 7.20 p.m. and 9.30 p.m. 
sold 41 more." 

This is the aame retailer selling the same mer- 
chandise in the same store on the same day at two 
different prices. 
THE CHAIRMAN: And doing quite well at the 
higher price. 
MR. JENNINGS: That is what he said, sir. 
"Mr. Lewis stated that at $32.95 he was 
selling the polisher below nis net purchase 
cost.” 
And in view of the testimony yesterday, when anotner 
gentleman and I were in Mr. Lewis's office he got 
a 'phone call from another retailer wno saw the 
ad in tne paper and who wished to purchase some 
polishers, and Mr. Lewis said to him: "I will 
treat you the same as any other customer. You 


can have one." He made the statement to that 
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other dealer. The polishers cost him $34.50. 

"We gathered from our conversation with 

him (Mr. Lewis) that one of his main motives 

in the sale iz. 2." 
and I tnink he confirmed this yesterday -- 

".. .was to show Danforth Radio that no 

one can undersell New Era." 

THE CHAIRMAN: He got tnat, I think, from 
Gimble's. 

MR. JENNINGS: Could have been, yes sir. 
The only thing about that, sir, it stopped after a 
few weeks. 

"Before considering the effects of 
this loss leadering on our polisher sales, 
let us look briefly at what has happened 
to our Featherweight iron and kettle in 
Toronto since the excise tax was removed. 

"Featherweight Iron and Kettle continue 
to ove targets for heavy ‘Loss Leader! 
attacks. 

"Since January 1, 1952, our Feather- 
weight iron and electric kettle have been 
used widely and repeatedly as ‘loss leaders,.' 
Here is a partial listing of the newapaper 
advertising that has taken place in Tor- 
onto from April 7 to May 10, 1954. The 


advertised prices should be looked at in 
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Our price 
to Dis- 
Retail Price Price to Dealers tributors 
F680 Iron $12.95 $8.42 $7.20 
K4e Kettle Ps. 50 8.73 (erie; 
Date Paper FSO [ron K42 Kettle Dealer 
Apr. 7°. Star $8.95 $ Michael's 
gy Telegram 8.95 8.95 Herb Caplan 
Radio 
Q9 Star 38.60 8.60 Better Appli- 
ances 
13. T legram 8.95 Danforth 
Radio 
14 Star 8.95 Danforth 
Radio 
19 Star 8.95 8.95 Michapl's 
IO) "Star 8.49 8.49 George's 
ee Telegram B.49 8.49 George's 
2c 1Star .95 (2 only) Bayview 
Credit Jewel- 
lers 
es soter B.49 8.49 George's 
2 Star 8.49 B.49g George's 
20 Star 8.60 8.60 Better Ap- 
pliances 
28 Star 8.25 0.25 Michael's 
29 Telegram 95 (2 only) Bayview 
Credit Jewel- 
lers 
30 Star Teor Bayview Credit 
Jewellers 
30. Star 8.49 8.49 George's 
May 5 Star 8.25 8.25 Micnael's 
5 Telegram 8.49 8.49 George's 
i) cecar 8.49 8.49 George's 
10 Telegram 6.50 (4 6.95 (4 
only) only) Toronto Home 
Appliances 
ita.” 
Now, if you would just refer to Exhibits G and H, 
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conjunction with our current price schedule 


wniicn is as follows; 


there are a couple of ads and they show the way 


tne kettle and the iron were featured. 


I would like to make a comment tnat is 
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not in the brief. 1 introduced the electric kettle 
to Canada for General Hlectric in 1937. In 1938, 
our firstefubllayearvin the business. we sold 

547 electric kettles in a full year, all across 
Canada. Now, that kettle we were selling then 

was just as fast and just as efficient as beau 
Kettle we are selling today, but the public did not 
appreciate what it would do for tnem, so we sold 
547 in a full year all across Canada. 

NOW, Gao PShOWwnwin Bahl btt' Grok Chink, Lt is, 
this one dealer found it necessary in advertising 
it as a loss-leader to limit his sales to 300. 

I think he learned from tne floor polisher, mayoe, 
ne lost too mucn money. 
"EFFECTS OF LOSS LEADERING AND OTHER 
UNHEALTHY PRICE CUTTING PRACTICES ON 
THE SMALL APPLIANCH DEPARTMENT AND 
OTHER DEPARTMENTS OF CGE 

"Quantitative Effect of ‘Loss Leadering'! 

on our Total Sales. 

"In our letter of June 3, 1952, to tne 

Director of Investigation and Research 

we stated that in certain areas where 

excessive price cutting and ‘loss leader- 

ing! had not taken place on our products, 
(that is, sales overall) 

sales/were relatively higher than in the 

areas where drastic cuts had been made 


in prices. 
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"The analyses we had made up to that 
time supported this statement. For instance, 
the area served poy CGE's Saskatoon office 
(northern Saskatcnewan) is relatively 
isolated. Assuming sales for the first 
six months of 1950 as 100 in relation to 
all of Canada, our sales in northern Saskat- 
chewan for the corresponding period in 1952 
on the polisher were 97, on the kettle 157. 
and on the Featherweight iron 135. 

"Since making tnis suomission last 
year, further and much more extensive 
analyses have oeen undertaken wnich snow a 
mixed picture. For instance, assuming 1950 
sales in the Maritimes (where very little 
price cutting nas taken place) as a4 per 
cent of all Canada to oe 100, sales in 1952 
and 1953 in tne Maritimes as a per cent of 
all Canada were a follows: 


1950 195¢ £953 


Featherweight Lron 100 LOO 99 
Kettle 100 76 O7 
Floor Folisher 100 104 103 


"In British Columbia a very serious 
situation has developed because of the 
consistent loss leader attacks oy wosk's 
Ltd. of Vancouver wno advertises in booth 
Vancouver newspapers and snips anywhere 
in the province for a small cnarge. In 


contrast, in Alverta altnough tnere have 
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peen some, there have been relatively 
few instances of loss leadering of our 
products. 

"That this Vancouver situation is 
playing havoc with our sales is shown from 
a comparison of our total snipments into 
British Columoia and Alberta for the first 


quarter of 1954 compared witn 1953." 


And I must apologize, tne brief is not quite as clear 


should 


as it,be there. I am making a comparison between 


tne first quarter of 1954 and the first quarter of 


1953. 


"Assuming 1953 shipments to each province 
to be 100, 1954 shipments are as follows: 
iron Kettle Polisher 
Alberta re3 BLOd, Led 
Britisn Columbia 46 7 98 51 
"British Columbia is a much larger 
market than Alvoerta. Department of 
Trade and Commerce and DBS statistics in- 
dicate that in 1951 there were 289,000 
domestic electric customers in B.C. com- 
pared to 148,000 in Alvoerta. Yet in the 
first quarter of this year we snipped 
substantially more Featnerweight irons 
and polishers into Alberta than we 
Shipped into B.C. Kettles are not in- 
cluded in the comparison since Alberta 


is a poor market for kettles due to the 
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prevalence of natural gas." 

MR. WHITELEY: Are you implying a situation 
in 1954 different from some other period? 

MR. JENNINGS: Let me get you, sir, I did 
not get your question. 

MR. WHITELEY: You give your figures nere 
for the first quarter of 1954 and state that the 
B.C. market would be expected to be a much higher 
market for the particular product you mention. 

MR. JENNINGS: Yes, it always has been, sir, 
Lon ue, 

MR. WHITELEY: Have you cnecked vack on 
that’ 

MR. JENNINGS: Oh, yes sir. 

MR. WHITELEY: There was some other infor- 
mation -- 

MR, JENNINGS: Yesun leat enou put 25. on 
here. Perhaps.I.slipped up there. British 
Columbia, speaking in round figures, Alberta has 
oeen avout 60% of British Columpia. 

MR, WHITELEY: For polishers? 

MR. JENNINGS: Yes, polishers and irons. 

MR. WHITELEY: It does not seem to agree 
witn the earlier information you provided to the 
Commission, 

MR. JENNINGS: would you like me to refer 
to that? I have it here, 

MR. WHITELEY: Take tne tavle for polishers 


for example. 
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MR. JENNINGS: Yes, sir. I will accept that 
on the polisners. When I say 60%, that is a figure 
that I would apply to products generally, as it 
has* applied, say, for the’ last, five, eight years. 

MR. WHITELEY: Take the figure for the iron 
in your first table, 1951, 1952 and 1953. 

MR. JENNINGS: Yes. Well, if you will go 
back to 1950 on the iron -- 

MR. WHITELEY: Tnen there you can find one 
year, but the otner -- 

MR. JENNINGS: No, sir, I am only referring 
you back’ to 1950. That isa’ free supply year before 
the loss-leadering. 

MR. WHITELEY: That is, 1951? 

MR. J@NNINGS: Yes, 1951. 

MR. WHITELEY: Have you the similar infor- 
mation for Ontario which you also refer to as a 
loss-leader carrier? 

MR. JENNINGS: I haven't it here, but I 
could get it for you if you would like to have it. 

MR, WHITELEY: I think in view of tne illus- 
tration you nave given on tne Toronto market. 

MR. JENNINGS: Yes, all right, I will be 
glad to do that. 

THE CHAIRMAN: Yes, tne Toronto market 
would appear to have oveen the one in which there 
nas been more evidence of tnat widely advertised 
price-cutting than in some of tnese other places. 

MR. JENNINGS: I would agree, sir, tnat 


the Toronto market is the worst from tne stand- 
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point of the amount of advertising. The Britisna 
Columbia is the worst from tiie standpoint of the 
damage to our relations witn dealers, and i think 
tnat will perhaps oe apparent wnen we get around 
to this illustration about Wosk. There have not 
been as many people advertising it there; there 
has not been the volume of advertising, but bde- 
cause of this one particular retailer's policy, it 
has hurt us, seems to have hurt us more, our re- 
lations witn dealers, tnan it has here in Ontario. 
I don't know why. 

MR, WHITSLEY: — I think in the one case it 
has veen sort of intermittent and the other case 
more persistent. 

MR, JENNINGS: No, LI think it has been per- 
sistent in both cases, but in Ontario here there 
are more retailers doing it, instead of being con- 
centrated to one retailer. I would be glad to 
get those figures for you, sir. 

"Floor polisher unit sales for all of 

Canada in both 1952 and 1953 were greater 

tnan 1950, but on the other nand 1952 and 

1953 sales of our electric kettle have 

not reached the 1950 figure, nor will, 

we expect, our sales in 1954." 

I would like just to add a little bit to the brief, 
on some information that was telepnoned to me 
last nignt at home from the office where these 


folks were working it out. These figures are 
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only approximate, but we made a check on our total 
distributors' sales, that is, the sales of all 

of our distributors to retailers in tne first 5 
months of 1954 as against 1953. The kettle and 
iron are down about 20%. The floor polisher is 
about even. The floor polisner seems to have 
taken quite a jump with this new level of price 
that has been establisned under $35.00 here in 
Toronto and under $40.00 elsewhere. 

THE CHAIRMAN: I would ve inclined to think 
from wnat you nave told us about this, tne parvti- 
cular individual advertisement and the fact that 
there were a good many others of tne same kind, 
and the sales, that tnose merchants made, that 
there must have been a very large numper of floor 
polishers sold in the Toronto area in the last 
two or three months. 

MR, JENNINGS: There have been a large 
number, not so much more than there would have 
oeen, say, in 1954 in tne same period, but the 
sales nave been concentrated in the hands of just 
a few retailers. 

Let me tell you, this is another figure 
I picked up since the brief was submitted, from 
D.B.S. statistics. Our percentage market parti- 
cipation on the floor polisher in 1954, tnat is 
our total snare of the industry. dropped off 
20% from 1953. 

THE CHAIRMAN: You mean of the floor 


polisher sales of all kinds? 
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MR, JENNINGS: Of the total floor polishers 
sold by all manufacturers, our snare dropped off 
20% -- I am sorry (this is 1954) in 1953 over 
195@,e1 am sorry. 

MR, WHITELEY: Your sales are up but the 
floor polisher trade has been very substantially 
increased 

MR. JENNINGS: Yes, expressing it anotner 
way, while the floor polisher is in that state of 
gaining public acceptance where sales increase at 
a rapid rate -- for instance, to express that 
another way, tne floor polisher industry in 1953, 
according to D.B.S. statistics, is up avout 65% 
over 1950. We as a company are up about 20%. 

THE CHALRMAN: Are there new polishers 
coming on tne market or have tnere veen during 
those years? 

MR. JENNINGS: Yes, there are some polisners 
that have come on. There are stencilled brands 
made particularly for the large retailers wno used 
to sell a lot of our machines but who are now 
not stocking our machine at all. 

THE CHAIRMAN: what I was getting at, dur- 
ing the last three or four years has the competi- 
tion from new varieties, additional makes of 
floor polisners increased? 

MR. JENNINGS: There is one manufacturer 
in tne fleld that was not in in 1950. 

THE CoALRMAN: Is he in the field ina 


pretty substantial way? 
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MR. JENNINGS: Well, I don't know, I think 
he is in -- well, i don't know what his sales are. 

THE CHAIRMAN: what I am getting at, of 
course, if there is an increase in floor polishers 
as kinds of floor polisners, or competition from 
other varities of floor polishers, that might 
have. beem a contributing factor to your percentage 
of the total not being quite as hign as it was 
before. 

MR. JENNINGS: That is right, sir, I would 
accept that, but I am trying to show here that, 
contrary to what a great many people feel, this 
loss-leadering and cut-pricing is not expanding 
our market; that is, as a manufacturer it is not 
expanding our market. 

Now, I would like to make it clear that we, 
as a manufacturer, take tne position that tne 
lower you can get the price to tne user the more 
you can sell, all other tnings remaining constant. 

THE CHALRMAN: It sounds like good economics 
to me, 

MR. JENNINGS: Well, it is common sense, 
and if any manufacturer does not accept that prin- 
ciple, he is not going to progress very far. But 
the point is, our problem is, the other things are 
not staying constant. The prices are going 
down in tne hands of a few loss-leadering re- 
tailers, while the other retailers, the big major- 
ity of them used to stock and display and promote 


our products and they are not giving them the 
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same effort. That is the point I am trying to 
make, 

Ivag Bryangntoebe Cairehere. 1 will agree 
I made one error in not checking cack on these 
figures. I would change this next paragraph in 
the light of that, last information. I say in 
tnat paragraph: 

"Our opinion is that our total sales 

of Featnerweight irons, kettles and 

polishers during tne last 23 months 

since Section 34 was passed, contrary 

to what might be assumed vy some, are 

neither much more nor mucn less tnan 

they would have peen had tnis legis- 

lation not been enacted." 
The change I would like to make there, I would 
liker torsayern “untiletme: end of- 1953” ...1' would 
say, in other words, up to the end of 1953 our 
total volume has been niaintained at about normal 
in spite of the extensive reduction in the number 
of accounts willing to stock and promote our mer- 
chandise, 

MR, WHITELEY: These percentage figures 
you gave us are for the first five months of 
1954 and 1953. In other words, you are revising 
them in the light of these later figures, is 
tnat it? You are revising the statement you 
made earlier in the light of the statistics you 
now have for 1954? 


MR. JENNINGS: whicn statement did you 
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refers to? 

MR. WHITELEY: You stated you want to amend 
the one you have in this brief. 

MR, JENNINGS: Tnat is tne one in tne para- 
graph I nave just read. I would like to take 
that back from now to the end of last year, poecause 
I think this,situation caught us. up: Last Christmas. 
I have always felt it was going to catch up. 
Loss-leadering, and this is an opinion only, I 
think initially loss-leadering gives a product 
a little extra pusn and makes you sell a little 
more for a while, and I think it catches up to us, 
and in this respect it caught up to us ae the 
end of last year. 

for instance, two days ago one of our dis- 
tributors in Hamilton 'phnoned up and he said: 
"Your products are dropping off quite rapidly". 
He says: "It is surprising how" (naming a name 
orand)."It is surprising how their products are 
picking up and myours are dropping off". It is 
an opinion only out I think tnat tne catcn-up 
time, ifek could putubt \that way, was about the 
end of last year. 

THE CHAIRMAN: That applies to all these 
products, all of your small products? 

MR. JENNINGS: Yes sir. 

THE CHAIRMAN: Or to these three particu- 
larly? 

MR, JENNINGS: well, the neavier the Loss- 


leaders have bopeen, I tnink the worse condition 
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they are in, but these three have been selling 
in large volume prior to the enactment of the legis- 
lation and there has been loss-leadering on other 
products of ours, other small appliances, but 
not to the same extent. 

"Why we Are Opposed to Section 34. 

"The enacting of Section 34 has caused 
several things to happen which cannot help 
but have a serious long-term effect on our 
business. we are tnerefore opposed to 
this legislation as it now stands because 
Ls 
Permits and encourages loss leadering and 
other unfair and unhealthy price cutting 
by opportunists in’ the retail trade. 

"We believe that tne material included 
in this brief and tne many newspaper ad- 
vertisements submitted to the Director of 
Investigation and Research during the past 
year prove this statement veyond any doubt. 
Section 34 penalized us for having done a 
good job in producing quality products 
to sell at attractive prices. 

"To be useful as a loss leader a 
product muSt be well Known and have been 
sold in large volume. we acnieved this 
position by puilding kettles, irons, and 
polishers of good quality with fine ap- 


pearance and outstanding performance to 
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sell at the right price, thus setting our- 
selves up as a sitting duck for predatory 
price cutters to shoot at. 
Section 34 enavles predatory price-cutting 
retailers to increase their sales volume 
to 100 times or more their normal sales 
rate at the expense of other retailers 
stocking and promoting the sale of the 
same product in the same marketing area. 

"The experience of the Danforth Radio 
Company detailed at the veginning of this 
report (avout 800 polisner sales in three 
days), the New Era sale at $32.95 and 
$37.75 (149 in one afternoon and evening), 
and the retailer's statements on pages 183 
and 1304 of the Commission's published 
material on Loss Leader Selling (57 in one 
day), indicate the tremendous increase in 
sales enjoyed by a retailer advertising a 
low price. Here are additional specific 
examples. 
from winnipeg 

"On April 16, 1954, Ashdown's retail 
store advertised the polisher at $43.95 
in the Winnipeg Free Press and Tribune 
and sold 67 in one day. In 1953 they nad 
a Similar sale for one day at $49.95 and 
sold 96, 

"On April 28, 1954, Genser's adver- 


tised the polisher at $41.99 and sold 51 
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On April 29th another retailer (whose name 
we have withheld at his request) advertised 
at $42.95 but because of Genser's sale at 
$41.99 actually sold polishers at $41.50, 
and took orders for over 200. This same 
retailer in ten months during 195e sold 

a total of 664 polishers, approximately 

200 of which were also sold during a low- 
price sale. 

from Montreal 

"On April 14, 1954, Dalfen's adver- 
tised the GE polisher in the Montreal Star 
at 939.95 and sold 200 polishers in four 
days. They advertised our irons and 
kettles at 9.99 and sold approximately 
400. 

“we believe (and this is an opinion 
only) that in Toronto at the present time 
well over 50% of the GE irons, kettles, 
and polisners sold are flowing through 
the nalf dozen or so retailers who are 
consistently advertising them as ‘loss 
leaders.'! 

"In view of the fact that our total 
sales up to this time, or up to the end 
of last year, are about what they would 
be normally, the only conclusion that 
can be reached is that the ‘loss leader- 
ing' retailers are getting their tremen- 


dous increases in volume at the expense 
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of the many retailers who used to sell a 
dozen to one or two hundred pieces a year, 
Section 34 transfers the right to establisn 
prices from us to one or a few retailers 

in each marketing area who have no invest- 
ment in the product or the trademark. 

"No recital of our problems with 'loss 
leadering' would be complete without special 
mention of Wosk's Limited in Vancouver. 
This retailer who sells furniture, stoves, 
major and small appliances, hardware and 
television sets, has been one of the most 
consistent and persistent users of our 
products as 'loss leaders' in all of Canada. 
His activity is proof of how one retailer 
can set the price for a whole province. 

In the 53 month period from Octover 21, 
1953, to April 3, 1954, he advertised our 
floor polisher at least 64 times in the 
Vancouver Province at $44.75. During the 
Same period he advertised the Featherweight 
iron 54 times at $9.95 and the kettle 45 
times at $9.95. There was approximately 
the same amount of advertising by wosk's 
in the Vancouver Sun. All other retailers 
in Vancouver during the same 54 months 
advertised the polisher 5 times, the iron 
9 times, and the kettle 6 times in the 
Vancouver Province," 


I might say, sir, altnough I don't wish to load 
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you folks down with a heavy weight of exhibits, if 
you would like to have these sometime, these are 
the tearsheets in which the 64 ads appeared on 

the kettle and the 54, the ones I have detailed 

in the exhivoits. I will be glad to give them to 
you if you want them. 

THE CHAIRMAN: Are they very similar ad- 
vertisements in all cases? 

MR. JENNINGS: Generally, yes. 

THE CHAIRMAN: Or some special features? 

MR. JENNINGS: No, generally the same type 
of thing. I thought you might like to check my 
listing back. 

THE CHAIRMAN: we will take your word as 
to the number tnere were. It is a question of 
whether it would be worth our while to look at 
all of them. 

MR. JENNINGS: No, I don't think it would 
be worth your while..,.They| are,all there. | That 
is what the listing was made up from. 

"The Vancouver newspapers have wide 
circulation throughout the province. 

For instance, in Dawson Creek, which is 

1331 rail miles from Vancouver, 26% of the 

homes get the Vancouver Province. s#xhibit 

I shows tne circulation of the two Van- 

couver papers in several typical B.C. 

cities and towns." 


I would just ask you to refer to Exhibit I fora 
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moment. I won't go over all these, but it is very 
interesting to see the large percentage of people 
wno buy the Vancouver papers. I don't think it 

is necessary, sir, to go over that list of the 
Wosk advertisements with dates. I think that we 
could pass that up. 

"Wosk's ‘loss leader'advertising has 
disrupted the whole marketing picture in 
British Columbia in tnat he will ship small 
appliances anywhere in the province for 
50¢. Exhibit M.6 from a retailer in Dawson 
Creek, B:C., is’indicative of the criti- 
cism we get daily because of Wosk's acti- 
vities." 

I would like just to read tnat Exhibit M.6 at the 
moment to tie it in. This is from an appliance re- 
tailer in Dawson Creek, B.C.: 

"we are enclosing a copy of a letter 
from wosk's Ltd. in Vancouver that was ad- 
dressed to one of our customers in Pouce 
Coupe. These people like to support home 
industry but how can they do so when they 
can buy from wosk's at approximately the 
same price that we buy wholesale from the 
Canadian General Electric Company. 

"Is there no way to stop this 
wholesale slaugnter of a nationally known 
brand line: like General Electric. it 
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a fair deal price-wise from your Company 
inasmuch as we know that wosk's are cer- 
tainly operating at a profit or they could 
not stay in business. 

"Tf we are to continue handling General 
Electric products, we insist on being 
placed on the same buying basis so that 
we can compete on a fair and equitable 
basis. Your comments on this matter will 
be appreciated." 

"Figures supplied to us by our dis- 

CE OUGOL Sta en 
And I might add that these again gave us only an 
opportunity to make a reasonable estimate: 

"Figures supplied to us by our dis- 
tributors indicate that wosk's are now doing 
15% to 20% of our total small appliance 
business in B.C. ‘The progress of this re- 
tailer to the point where his annual volume 
is in excess of $2,000,000, with five 
Stores in operation and two more planned, 
is proof of the effectiveness of loss 
leadering. Wosk's is not a low-cost, 
efficient retailer. His operating expen- 
ses, at about 33 1/3 of his purchase cost, 
are apout average for incorporated appli- 
ance and furniture stores in Canada, 
most of which have much lower volume." 


I might add, gentlemen, that that is confidential 
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information which I have and I will be glad to 
disclose* the source of it if you would like to have 
the source of that statement of the 33 1/3% 
operating cost. 
THE CHAIRMAN: I think perhaps we might like 
to have that. 
"Section 34 forces dealers who cannot afford 
to handle our small appliances and meet 
the loss leader prices to make disparaging 
statements about them to the pudlic in an 
effort to sell another brand on which they 
can make a satisfactory margin. 

"Last year we approached one of the 
clerks ina very large reputable store in 
Toronto and asked for a GE polisher. MThne 
clerk's reply was about like this, 'We 
haven't been able to get them for some time. 
CGE had so much trouble that they had to 
shut down production to make replacement 
units,! 

"This comment is typical of many, 
many similar statements that are being 
made every day." 

That happened to me incidentally. 
"Section 34 reduced drastically the number 
of both large and small retailers willing 
to stock, display and promote our pro- 
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"A very important contributing factor 
in helping us to develop large volume sales 
on irons, kettles and polishers has been the 
mass exposure of these appliances to the 
public in thousands of retail stores across 
the country. Small electrical eer es 
have been sold by department stores, elec- 
trical dealers, hardware dealers, jewellers, 
and others. Since Section 34 was enacted, 
the large departmental stores who used to 
be our best outlets have either withdrawn 
our products from sale entirely or have 
transferred the greater part of their sales 
effort to their own brands. for instance, 
in 1949 the T. Eaton Company College Street 
Store in Toronto sold 6% of all the GE 
floor polishers that were sold by all re- 
tailers in Canada. Now this store does not 
stock or display tne GE polisher. Hardware 
stores who used to account for a substan- 
tial portion of the small appliance busi- 
ness are in many cases not selling small 
appliances at all or are not promoting 
them aggressively as a larger and larger 
percentage of the total sold is flowing 
through a few retailers who are using 
tnem as loss leaders. 

"In March 1954, as a test, we mailed 
32 window displays for the iron and 


kettle to retailers in Vancouver, B.C. 
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Two weeks later we interviewed the dealers 
and found only 6 of the 32 displays in use. 
Dealers were very bitter in their comments, 
three samples of which are listed below. 
"James Radio, 909 Granville Street, Vancouver. 

"tYes, we received cards out as you see 

there are none around. As I told you 

in previous interviews, tne way they 
are kicking these appliances around we 
might just as well throw the material 
away.'!" 
"Bell Electric, 2141 West 41st Avenue, 
Vancouver. 

PLLtl] sell orf the three or four 

kettles and irons I have here. Can't 

afford to keep $100 tied up in stock 

that won't move unless I sell at a loss.'" 
"Loftus Bros., 3191 Oak Street, Vancouver. 

"tBrowned off on small appliances. 

No use in trying to sell them any 

more. Now losing money on them,'!" 
Section 34 has torn our prestige and good 
will with retailers to shreds. 

"In 1950, because of the pioneering job 
we had done in manufacturing and marketing 
the Featherweight iron, the electric 
kettle, and the floor polisher, our com- 
pany and our small appliances were highly 
regarded by retailers all across Canada. 


Today the majority of retailers feel that 
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we are in favour of, and are encouraging, 
the excessive price cutting that is going 

on and are convinced that they are being 
discriminated against with regard to their 
purchase price and that this discrimination 
is CGE's fault. How many retailers in 
Toronto and other centres where the Toronto 
Star and Telegram have a big circulation 
will ever believe that Danforth Radio Com- 
pany bought several hundred GE floor polish- 
ers at $35.43 each and sold them at $33.85? 
Section 34 damages the value of our products 
in the eyes of the public, particularly 

as gifts. 

"Approximately half of the irons and 
kettles we sell are purchased for use as 
gifts. Many people are naturally reluctant 
to give something as a gift that is being 
advertised widely as a loss leader. 

Section 34 discourages retailers from doing 
the creative selling necessary to gain 
public acceptance of new products which 

are not yet in general use. 

"The floor polisner example illus- 
trates the important part dealers play in 
introducing a new product and promoting 
it during the period when it is struggling 
to gain public acceptance. why should a 
group of retailers work hard to get a 


new product moving in good volume so 
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that the cut-price operators can then use it 
as a loss leader?" 

I would just like to show an example here. I don't 
know whetner we need to put it in as an exnibit. 

I have an example here of what I call a creative 
selling type of ad, and this is from Ottawa in- 
cidentally where conditions are not as vad as 

they are in some other centres, but this is an ad 
on our cleaner which indicates what the cleaner 
will do, tells you something about it and what it 
Will dosve thas dere. bit of creative selling. 

I will show you the other example that I am 
speaking of. Here is an example of an ad which 
does not shout: "we have got this stuff lower than 
anybody else." That is an ad that has all the ac- 
eent on prices’ Ineidentaliy 10 nas Bet our Kettle 
in thererat $7.95 and I was very interested this 
morning -- the T. Haton Company have not bothered 
us too mucn -- 

THE CHALRMAN: I tnought tney were not 
handling your products? 

MR. JENNINGS: On the polisher, they are not 
in Toronto but they apparently got some kettles, 
because they have got them advertised in the 
Globe and Mail tnis morning at $6.95. At least 
I would assume they had some, 

I don't imagine you would need those but 
would you like tnem? 

THE CHAIRMAN: we have seen a good many 


advertisements. 
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MR. JENNINGS: I don't think you need those, 

THE CHAIRMAN: I tnink we Know tne type 
fairly well by now. 

MR. JENNINGS: Here is what some retailers 
nave had to say to us. These are just extracts to 
illustrate certain points. 

"Because of General Electric policy we now 

find 'G.E.' products are being sold at 

prices pelow a fair margin of profit, 

thereby severely penalizing smaller business, 

such aS ours. 

"Our policy is not to be undersold by 
anyone. If we find any of our products are 
being sold delow a fair margin of profit, we 
discontinue the line. 

"Our experience is that six out of 
every ten customers actually buy the pro- 
ducts their dealers recommend, and we believe 
that customers will still continue to come 
to us, the nardware dealer, for advice and 
information on what to use to maintain their 
homes. Our sales staff will be instructed 
to influence them to vuy other lines of 
equal quality whicn will snow us a fair 
margin of profit.” 

"Another dealer says: 'we would like 

to ~o on record as having lost all interest 

in this line. Competition is using it as 

a loss leader in order to build traffic 


or ennance the prestive of tneir other lines. 
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"This type of advertising embarrasses 
uS, as our customers, when tney read competi- 
tive loss leader advertising. feel that we 
are asking too great a profit. They reason, 
if we are asking for too great a profit on 
some items, we must necessarily be asking 
too much on the entire line.'” 

"Another dealer says: 'How can the 
good electrical franchised dealer keep good 
customer relations when they sell at the 
supposedly list prices and other dealers 
sell at cost giving the customer the im- 
pression we are rovbing them?'" 

"Another dealer says: 'At present it 
is not profitable or wise for us, a General 
Electric major Appliance Dealer, to mer- 
chandise General Electric Traffic Appliances. 
The reasons for whicn are as follows: 

These items are being sold by other classes 
of merchants as loss leaders to promote 

a sale of other merchandise. we are em- 
barrassed when we ask a reasonaole price 

for tnese Traffic items because people 

see a loss leader advertisement and feel tnat 
we are asking too great a profit.'!" 

"Another dealer says: ‘It is with 
regret that we wish to advise you to take 
our name off your list of appliance deal- 
ers. !" 


"And here is one from Mr. Rhodes' own 
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erty. 'Our stock of polishers happens to 
be down to one. This we'll nave to sell 
for 939.95 but for the life of me I cannot 
bring myself around to ordering any more. 
They are using your high quality and the 
nigh public acceptance of your name to at- 
tract suckers as they call them (customers 
to us) to buy their cheap, highly overpriced 
furniture. ... Radios and electrical appli- 
ances do need the odd bit of looking after 
and I would like to take you, or better still 
the Prime Minister and members of the Com- 
bines Investigating Committee into these 
Stores with an article purchased from them 
that wasn't operating perfectly and see the 
abuse and lack of service they receive. It 
is atrocious, The whole situation will 
provadly boil down to many independent re- 
tailers going out of business voroke and 
some of the others remaining adopting all 
the unscrupulous practices of tnese others 
if something isn't done to curp it.'" 
If you are going to Winnipeg, sir, I will give you 
that man's name. He says he would like to take you 
na 
THE CHALRMAN; Up to the present we have 
not had any requests from people in winnipeg that 
they want to talk to us. 


MR. JENNINGS: They are a little bashful. 
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Another dealer says: "is there no way to stop 
this wholesale slaughter of a nationally known 
brand line: like General Electric? It leads us to 


believe that we are not getting a fair deal price- 


wise from your Company. If we are to continue 
handling General Electric products, we insist on 


being placed on the same buying basis so that we 
can compete on a fair and equitable basis." 


EFFECT OF 'LOSS LEADERING' ON THE APPLIANCE DEALER 

(1) Loss Leadering and other forms of price 
cutting pose a serious public relations 
problem for the retaildr. IG ks, ooly 
natural cthat,a.retatler.does not like 
to be undersold by other retailers on 
identical merchandise. When appliances 
are being used as loss leaders the re- 
taLler swhoatries.,to get a.price .which 
gives him a markup over his cost suf- 
ficient to cover expenses and leave 
him a return on investment is taking 
the chance of creating the impression 
that he, is.,a'high markup’, outlet, 
which can have a serious effect. on his 
overall business. His alternative is 
to meet the loss leager price or not 
offer-the product forssale.at. all. 

(2) It reduces the sales volume and in- 
creases the operating expense ratio 
of retailers who lose business to 
the predatory price cutters. 

(3) It contributes to the increasing 
rate of business failures. 

EFFECT ON THE CONSUMER 


"While loss leadering and other un- 
healthy price cutting have been responsible 
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for enabling some consumers to get outstand- 

ing bargains, we velieve this practice will 

operate to the disadvantage of the consumer 
in the long run in these ways: 

(1) By discouraging manufacturers and re- 
tailers from doing a normal amount of 
creative selling, it will hold back the 
development and gainin, of public ac- 
ceptance of new products. 

(2) It often sends consumers running all 
over a metropolitan area on wild-goose 
chases after vargains. In many cases 
the alleged 'pargain' does not exist. 
Retailers often advertise products 
at low prices as ‘come ons! when they 
have little or no stock, 

(3) In some cases otner merchandise which 
is no bargain at all is bought by the 
consumer as a result of the loss lea- 
der advertising. 

"From a long-term standpoint real and 
lasting vargains for the consumer can come 
only through new and better product designs 
and new mechanization and manufacturing 
methods which result in doing the total 
Sales and educational job at lower cost. 
The loss leader and cut-price approacn per- 
mits a few retailers to bring consumers 


some bargains temporarily at the expense 
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of other retailers and manufacturers. There 

would be no problem in selling milk profit- 

aoly at a cut price if all you had to do 

was milk someone else's cows." 

I would like to add in here that I am sure the 
Chairman of the Commission would appreciate tnat, 
if the laws of the land permitted me to go onto 
his own place and do some predatory binding of 
wheat, I could undersell the Canadian Wheat Board 
and make a handsome profit. 

THE CHAIRMAN: You would have an awful time 
finding a way in which to sell it. 

MR. JENNINGS: I would vring it down here 
perhaps»to sell. it to the mill. 

I would like to say tnat that example, milx- 
ing other peoples! cows or picking apples out of 
other peoples! orchards or picking grain on someone 
else's ground, is exactly wnat the Wosks and the 
Gensers and New Hra's and so on are doing. They 
are not doing their proper snare of the total 
sales and educational job. 

"WHAT IS A LOSS L&ADER?" 

"we pelieve it is quite common prac- 
tice for people who think the problem 
through to associate ‘intent! with loss 
leadering, tnat is, to tnink of some 
motive behind the price cutting other 
than that of maxing a profit on the par- 


ticular product featured." 
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THE CHAIRMAN: You mean, if it is a genuine 


loss-leader they do not make much profit on that 


product, if it is really a loss-leader they are 


not making much profit on that product? 


MR. JENNINGS: I do, sir. 


THE CHAIRMAN: Tnerefore, there must ve 


some other reason? 


for an 


MR. JENNINGS: That is right. 
THE CHAIRMAN: ‘That is why you would look 
intent. 


MR. JENNINGS: That is right. 


ee ee eee ee 


"When a product is used se 


And I am speaking of the intent in the second para- 


grapn: 


And we 


"When a product is used by a retailer 
as a loss leader, the intent may oe to create 
the impression that everything the retailer 
sells is a corresponding bargain; to at- 
tract store traffic which can be sold other 
items on which the retailer makes a longer 
margin; to increase overall sales volume; 
to go another price cutter one better a 
heard that from Mr. Lewis yesterday. 
"  . . or to injure the manufacturer or 
distributor for some actual or alleged 
sins of omission or commission. 

"Everyone will agree, we tnink, that 


when a retailer features a product in his 


advertising and sells recently acquired 
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stock below nis net purchase cost, he is 
using the product as a loss leader. Some 
would stop here." 
I might add to the orief, we would not, but some 
people would. 
"Otners would consider it a loss leader if 
it were sold velow the retailer's purchase 
cost plus a markup to cover his operating 
expenses. Few people, we oelieve, would 
think of a special sale on which the retail- 
er made a profit as loss leadering. 
"Because of special characteristics of 
the small appliance business. it may be 
possiole to make money on a sale with a 
low markup over cost through cashing in on 
the sales effort of other retailers who 
sell the same product in the same marketing 
area. The following quotation from a re- 
tailer -- from pages 183 and 184 of the 
Restrictive Trade Practices Commission's 
report on Loss Leader Selling 1954 -- illus- 
trates this point:”" 
And it became apparent yesterday that Mr. Wadley 
from windsor wrote this letter: 
"'tPor example, we used to sell about six 
General Electric floor polishers a year 
at a retail of $64.50. Wwe purchased sever- 
al hundred last June at 4 cost of $38.70 
and advertised tnem as a special at $44.95. 


In one day we sold fifty-seven polishers 
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making a gross profit of $3560.25. The 
sales staff nandled the volume and as all 
our sales were cash and carry, we consider 
that the sale was very profitable to us.'" 

"Note that this retailer, by nis own 
admission sold nearly 10 times as many pol- 
ishers in one day as ne used to sell in a 
year. This ability of “a retailer selling 
GE small appliances to greatly increase his 
sales volume at the expense of other re- 
tailers stems from several factors. Small 
electrical appliances have catalogue numbers 
and 4 majority of the public appreciate 
that products bearing the same catalogue 
number do not vary in quality and are the 
same In every store. “They sélli Yor high 
enough prices (compared with such items as 
canned peas, aspirin tablets and cigarettes) 
to justify travelling across town to get 
a bargain. Small appliances last for 
many years and most people think about 
puying them for some time before they make 
a purchase. For this reason there exists 
at all times in every large centre, a 
group of people who have made up their 
minds to buy but have not deciaed on tne 
exact time. These are the people who rush 
to buy at a bargain price. 

"Price-cutting practices whicn have 


resulted from the passing of Section 34 that 


wo ali ¥d teiteses elas aa orou® we 
-loq italy aa evnits of “ieea’ bios actabtabe 
‘gab Ttee ox ‘baa eh ae ele B wie os! ‘etedielt ~ 


ghti leu sel fasex b te ylitdes air .aBey' 
aid ssssroat “tthe, oF ‘asdhat age Ti sua 80 
“81 todo To SaSGxs eid 38 emylév ‘esise 
thang “erodUle? pated td Va 

a edmun suse iste vail assistiqus Tebt«sosle — 
srwtvenqus “etrovg odd to yJfaotem a bas 
sige fet se amas silt iene Btoubory tea2 
ody eta bie ystieup at yasv tom ob tedhn 


dati 10 flee yd .ei0d8 views at onse 





as ames dove dttw peisqmoo) eesiag dyuons 


(wetsongto bus edsfust ntutges ,essq benhiso | 






deg ot chile “Sub-ias antffevays y'tivadt ‘ov 

“mod 881’ dedmatiqgn Ifemd Joteyred s 

Juodé 2intdy’ etgosd "Youn baa’ sey yam 
ousm Sonny ae omit ome tot Wendt Yate - : 
evetxe eieds MOuBSt uty peaedsig & 
iy ffs oe 
snd ga adel lit fiGeRe Asie 
debt onw siqusy bis ets seat a oe 


a] 


5 ,etdneo sgtsl Yueve at 2 









are not ‘loss leadering' in the generally 
accepted sense of the term are in many 
cases just as damaging. This is why in the 


preparation of this prief we nave several 


times coupled with tne term ‘loss leadering 
the additional phrase ‘other unfair and un- 
healthy price-cutting tactics.' 

"Because of tne variation in marketing 
practices, in the frequency of purchases by 
users and in margin requirements for those 
engaged in distribution of products ranging 
from mink coats to soap flakes, we question 
the possipnility of anyone coming up with a 
definition of a ‘loss leader'which would pve 
used universally as a basis for enacting 
workable legislation which would do an effec- 
tive job in preventing loss leadering and 
other excessive price cutting in all classes 
of goods. For this reason we velieve tnatv 
the rignt of a manufacturer to exercise con- 
trol over prices on his own products bear- 
ing his own trade-marks snould be restored 
through the rescinding of Section 34. 

"It should be remembered that if a 
manufacturer is to be successful in the 
hignly competitive appliance business, he 
must, for nis own self preservation and 
progress, show a continuing and active 
interest in getting his products to the 


puolic at tne lowest possible prices 
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consistent with providing margins for distri- 
butors and dealers to cover their operating 
costs and leave them a reasonaole return on 
investment wnen they perform their true 
functions. we are proud of the fact that 
in tne process of estaplishing our Freather- 
weignt iron, Kettle and floor polisher as 
outstanding ‘loss leader' products during 
the years 1947 to 1951 we did exactly this. 
For instance, in 1939 the GE automatic iron 
and kettle of that day nad a suggested re- 
tail price of $8.95. The same year average 
hourly earnings in all manufacturing indus- 
tries in Canada were 43¢. By 1950 these 
earnings had increased to $1.04 per hour, 
or 142%. In the same period tne increase 
in our suggested retail price of the kettle 
and iron was only 40% -- from $6.95 to $12.50. 
This reduction in the real price had been 
accomplished through the very effective use 
of mechanization and other cost-reduction 
measures and througn keeping distribution 
costs to a minimum. 

"The measure of our success in making 
available better products at lower prices 
in terms of hours of labour is pointed 
up by a comparison with what happened 
to the price of wheat during the same 
period. For the 1939-1940 season tne 


average price per bushel quoted Canadian 
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millers for #1 Canadian wheat in store at 
Fort William was 76 cents. For the 1950-51 
season the price established by the Canadian 
Wheat Board was $1.80 -- an increase of 
135% over 1939. For the same period the in- 
crease in the price of bacon was 120%, flour 
135%, sirloin beef 199%, and butter 122%. 
"Had the price of our iron and kettle 
followed the price of the undermentioned 
commodities from 1939 to 1950, instead of 


$12.50 they would have been priced as fol- 


lows: 
Price would have been not $12.50 
but 

Cost of living $14.60 

Food 18.30 
Clothing 16.05 

Home furnishings & Services i ay fe, 
Average hourly earnings in 

manufacturing industries 21.60 


"The present price level of between 
$8.00 and $9.00 established on the iron 
and kettle by the 'loss leadering' dealers 
is completely unrealistic and out of line 
with the price of most other goods and 
services." 

Then the last section of the brief deals with: 
"ARE THERE ANY ALTERNATIVES TO RESCINDING 
"SECTION 34? 


"Broadly speaking, two alternatives 
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have been suggested: 
‘Alternative # 1 
"This involves amending existing legis- 
lation to prevent a retailer from using a 
manufacturer's name or trademarx or an 
exact illustration of a manufacturer's pro- 
duct if he advertises at a price lower than 
that concurred in by the manufacturer. 
This recommendation was advanced boy a re- 
tailer and is reported in the material pub- 
lisned by tne Commission on Loss Leader 
Selling in these words: 
'Recommendation;: That price fixing legis- 
lation be continued as is, with but one re- 
servation, namely, wnen a dealer uses a 
trade name of any product or illustration 
of the product in any advertising, that the 
owner or distrioutor of the product adver- 
tised or illustrated, may insist that he 
does not quote a price, or that if he does 
quote a price, then it 18 the suggested 
list price of the manufacturer unless 
otherwise exempted vy tne manufacturer. 
"tht first glance, this recommenda- 
tion may seem to defeat the purpose of 
the legislation, but it does no such thing. 
The dealer can still sell tne product at 
any price he desires wnich is permitted 
by law. He can still advertise the pro- 


duct at a cut price vy description, but NOT 
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by trade name or exact illustration. It 
gives him lots of leeway to promote nis busi- 
ness, promote competition, but at the same 
time, it protects the manufacturer - who is 
entitled to protection of his neavy invest- 
ment. Under this system, the manufacturer's 
product will still be acceptable to other 
dealers,'! 

“To seems. CONUS... . 6 
That is, to the Small Appliance Department. 

". . . that this approach presents two 

problems. The first problem is the defini- 
tion of what is ‘advertising'. The thing 
that comes to mind first, naturally, is news- 
paper advertising. It is cértainly a fact 
that loss leader and other excessive cut- 
price advertising in metropolitan newspapers 
does a tremendous amount of harm to retail- 
ers not only in the metropolitan centre 
but in cities and towns located far away. 
To eliminate tnis advertising would un- 
doubtedly nelp the present chaotic situation 
but in legislating against ‘advertising' it 
would ve necessary to spell out in detail 
wnat the term means. For instance, we 
would assume that a retailer should have 
the right to display tne product within 
his store at the price he is asking. would 
it be fair to permit a retailer in an out- 


standing traffic area wnere several 
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thousand people passed oy every day to put 
in a window display witn the price, and deny 
a small retailer located on a side street 
the right to distribute two or tnree thou- 
sand handoills witn tne name of the product 
and the price? 

"The second problem is the problem of 
deciding whether or not the illustration 
used is that of any particular manufacturer. 
Slignt changes could be made which would 
still leave the impression generally wita 
the public that it was a well known product 
that was being offered. In policing an 
amendment of this nature wno would decide 
whether or not the illustration was accept- 
able? 

"Alternative #2. 

"The second alternative which has 
several variations is for the government to 
make it illegal for a retailer to sell at 
a price below some specific markup over 
his cost, or at least to give the manufac- 
turer some redress (perhaps tne right to 
withhold merchandise) if the retailer sells 
below the specified markup. Three varia- 
tions of this broad alternative, with 
comments, are considered here: 

(1) A Standard markup over cost for all 

Classes of goods. 


"Because of tne difference in the 
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cost of selling products such as cigarettes 
and groceries compared to ladies' dresses 
or electrical appliances, it does not appear 
that this suggestion is practical. The 
markup would have to be so low that it would 
be ineffective in giving relief on items 
where the average cost of doing business is 
in the higher brackets. There seems to us 
to be plenty of evidence from experience in 
other countries that this is not an effec- 
tive approach. 
(2) A markup for each individual retailer 
equal to his average cost of doing business 
plus a reasonable return on his investment. 
"at a quick glance this seems to be very 
reasonable but on analysis you come up with 
the conclusion that this woulda merely trans- 
fer the right to set the price from the 
manufacturer to the one retailer in a mar- 
keting area who nad a combination of the 
best ouying ability and the lowest operating 
cost. It should be noted here that low 
aceviaiind cost on the part of a retailer 
comes not only from being efficient, but more 
importantly, from being adept at taking ad- 
vantage of the efforts of others. 
(3) A variaole marxup over the retailer's 
net purchase cost depending on the class 
of goods involved. 


"This seems to us to be the most 
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practical of the three variations. It would 
involve the government establishing in some 
manner a permissible minimum markup on things 
like furniture, groceries, cigarettes, elec- 
trical appliances, etc. Perhaps existing 
information issued by the Dominion Bureau of 
Statistics or information they could gather 
eould be ‘used. For instance, for electrical 
appliances perhaps the minimum markup over 
purchase cost could be the average overall 
operating cost of incorporated electrical 
appliance stores, which would be, we velieve, 
in the order of 30% or a little more.” 
I might say there that D.B.S. have told us that they 
propose to issue statistics on the cost of operating 
incorporated electrical appliances as well as the 
unincorporated. They have issued the unincorporated 
and they are going to'add that, they tell me. 
"If it were felt this did not provide suf- 
fictent room for an efficient retaller to 
manoeuvre, some stated reduction from this 
figure could be made, such as 5%. We do not 
believe it should be made illegal for a 
retailer to sell below tnis minimum markup. 
If such an amendment to the existing legis- 
lation to deal with loss leadering were 
passed, we feel it should limit its scope 
to giving a manufacturer or distributor the 
right to withhold merchandise from retail- 


ers who offer it for sale pelow tne estapn- 
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lisned markup." 
In conclusion: 

"The widespread loss leadering and 
other excessive price cutting on our small 
appliances has resulted in a progressive 
and serious deterioration in the marketing 
conditions that obtained prior to 1952. The 
control of prices has been transferred from 
us to a handful of retailers across the 
country wno are using our products and our 
prestige and good will for their own gain. 

"Hundreds of retailers who used to 
stock and promote the sale of our small 
appliances have had enough and more are 
joining them on the sidelines every day. 
Many retailers who see their competitors 
taking advantage of their sales efforts and 
who do not appreciate how tightly our hands 
are tied by the existing legislation blame 
us for the situation that has develOped. 

"The slow erosion of our prestige and 
good will with retailers which is now in 
its third year cannot but be reflected 
soon in lower sales which will mean higher 
manufacturing costs and higner prices." 

And I would add now from those figures I got last 
night, it seems certainly to be here. 

"We concur wholeheartedly with tne 
conclusion in the Lloyd Jacoo Report that 


a manufacturer should nave the right to 
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refuse to supply his products to retailers 
who use them as loss leaders. «se further 
hold the conviction that the interests of 
all would be best served oy leaving tne de- 
termination of what is a loss leader to the 
manufacturer of the particular product in- 
volved. If, however, tne government is not 
prepared to give manufacturers this freedom 
to protect their brand names and good will, 
then as an alternative we favour the estab- 
lishing by the government of a minimum mark- 
up over the retailer's purchase cost for 
each class of goods -- a markup that is 
tied in with the average cost of doing 
business on the products involved. Goods 
sold by retailers at less than this markup 
would automatically fall into the category 
of loss leaders, and manufacturers or distri- 
butors should then have the right to with- 
hold further shipments if they wish to do 
SO. 
"We respectfully recommend that some 
positive action be taken quickly to 
correct the present situation." 
I don't think I need to read those letters, sir, 
in. the, back. 
THE CHAIRMAN: Mr. Jennings, you have given 
us a certain amount of comment as you went along. 
Do you wish to add anytning further in connection 


with tne brief at this time? 
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MR. JENNINGS: No, I don't think so, sir. 

THE CHAIRMAN: And Mr. wilde or any others 
appearing for the company, do they wisn to add 
anything? Then I would ask if Mr. wickwire has any 
questions? 

MR. WLCKWLRE: I have a few, Mr. Chairman. 
Mr. Jennings, is it possiole on any occasions that 
some of the dealers of whom you complain in the 
orief, can purchase your small appliances from 
Gistributors at less price than the suggested 
price? 

MR. JENNINGS: Yes, sir. I might say that 
that is the reason that we put the distrioutor's 
price in the brief, so as to indicate the price at 
which we sell to the distributor and so that you 
could take the difference between the distrioutor's 
price and the price the retailer gets, and that 
is the total amount of money available to the 
distrioutor and to the retailer for performing 
both functions. 

MR. WICKWIRE: My point is that what on 
the face of it might appear as a sale below the 
laid down cost to the dealer, might not in all 
eases be that. 

MR. JENNINGS: If you are saying tnat a 
sale below the suggested price might not ove a 
loss-leader in accordance with your definition 
of net purchase’ cost, IT would: agree, yes, he 
might have pought it below. 


MR. WICKWIRE: On page & of your orief you 
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Spent considerable time on it and I think you 

made one variation in it: 
"Floor polisner unit sales for all of 
Canada in poth 1952 and 1953 were 
greater than 1950, but on tne other hand 
1952 and 1953 sales of our electric 
kettle nave not reached the 1950 figure, 
nor will we expect our sales in 1954" 
MR. JENNINGS: Yes sir. 


MR. wICKwIRE:; Now, was 1950 an all-time 


high? 
MR. JENNINGS: On those three products? 
MR, WICKWIRE: Well, on kettles. 
MR. JENNINGS: On the kettle, iron and 
polisher? 


MR. WICKwIRE: Yes. 

MR. JENNINGS: It was an all-time high on 
tne kettle and an all-time high on the iron, but not 
on the polisher. 

MR. WICKWIRE: Not on the polisner? 

MR. JENNINGS: No, we say here that our 
sales in 1952 4nd 1953 on the polisher exceed 1950. 

MR. WICKWIRE: The polisner was a newer pro- 
duct? 

MR. JENNINGS: Yes, it was going up there 
that 5 to 10% saturation figure, it was increasing 
rapidly in public acceptance. 

MR. WICKWIRE: What avout 1951? 

MR. JENNINGS: Sale of polishers? 


MR. WICKWIRE: Not polishers, kettles and 
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irons. 

MR. JENNINGS: On the irons, in 1951 iron 
sales were less than they were in 1950. 

MR. WICKWIRE: In 1952 they showed a substan- 
tial climb again? 

MR. JENNINGS: Tnat is right, and I would 
like to add though that we were faced in 1951 with 
an increase in price because of the excise tax. 
The excise tax went on at 15% in 1950 and went up 
to 25% in, I believe it was, April of 1951. 

MR. WICKWIRE: But in 1951 you were faced 
with the tax but you were still able to maintain 
a price -- 

MR. JENNINGS: That is right. 

MR. WICKWIRE;: Throughout the whole year. 

MR. JENNINGS: We still ha@, that legal right, 
yes. 

MR. WICKWIRE: And I take it that you did 
maintain a price? 

MR. JENNINGS: I think that is general, 
although I must say that there was considerable 
price confusion because of Mr. Abbott's taxes. 
we had a price of last year, from memory, it 
was $12.50 on the kettle before the tax came on 
and then it went up when the tax went up, it 
went up to $14.50 and then it went up to $16.50, 
So there were three different suggested prices 
at one time on the kettle and I pelleve the iron 
was the same price. 


MR. WICKWIRE: Well, in any event 1952 showed 
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a substantial increase over 1951, did it not? 


MR, JENNINGS: 


wee” that 24a. ri eho... gvThe, tax 


came down in 1952 again. 


MR. WLICKWIRE: 

MR. JENNINGS: 
all products. 

MR. WICKWIRE: 
crease over 1952? 

MR, JENNINGS: 
product? 

MR. wICKwIRé: 

MRK. JENNING: 


MR. wiCKwiRk: 


For irons? 


Up and went down again, on 


And 1953 showed another in- 


Yee, ~thatriie, right .4*0n which 


On the iron. 


fhateiS right. 


Now, on the kettle you were 


down in 1951 over 1950, were you not? 


MR. J@NNINGS: 

MR. WICKWIRE: 
come back? 

MR. JENNINGS: 

MR. wWLCKWIRE: 
figure? 

MR, JENNINGS: 

MR. wICKwIRE: 
to 1950? 

MR, J&NNINGS: 
the same. 

MR. WICKWIRa#: 
B51 you increased trie 

MR, JENNINGS: 


MR. WICKWIRE: 


betes wien. 


And in 1952 you started to 


Yes:. 


.On the basis of your 1950 


Yes, 


And in 1953 you were back 


Substantially, yes, almost 


Now, in your polisners, in 
sales over 1950? 
That is right. 


And in 1952 you had a very 


Substantial increase over 1951? 
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MR. JENNINGS: That is rignt. 

MR. WICKWIRE: And in 1953 you had an all- 
time high? 

MR. JENNINGS: That is right. but I would 
like to add or again emphasize what I said earlier, 
that in 1950 our percentage industry participation 
dropped 20%, or our share of the industry dropped 
20% in 1953 as compared with 1952. 

In other words, the industry from 1950 -- 
and these figures are approximate -- from 1950 to 
1953 the industry went up about 06% and we went up 
about 20 or 25%,in that order. 

MR. WICKWIRE: I think someone suggested 
that you had a competitor come into the field on 
the floor polisher. When did he come in? 

MR. JENNINGS: He was in this last year. 

I am not sure of the exact date when he came in. 
He is now making stencilled merchandise for the 
people who use it to re-sell our products. 

MR. WICKWIRE: would it have some effect, 
the fact that you have a competitor in the field, 
have some effect on the 20% drop? 

MR. JENNINGS: I would think so, yes, some 
SELecu. 

MR, WHITELEY: Is there not another one or 
gowe manufacturers who in that period adopted 
gomewhat the same type of polisner as your own 
who had not previously that particular type? 

MR. JENNINGS: when I say one manufacturer 


came in the field, sir, this one manufacturer is 
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making what we call stencilled merchandise and he 
is putting several aifferent names on supstantially 
the same machine. So it mignt appear to the out- 
sider that there were several new manufacturers 

in; the .dcield. 

MR. WHITELEY: what I was tnoinking is that 
there is a manufacturer of vacuum cleaners whose 
floor polisner I see in certain store windows, 
and I do not recall that that particular manufac- 
turer of vacuum cleaners had many years ago a 
polisher of that type, is that correct’? 

MR, JENNINGS: would you name the manufac- 
turer? 

MR. WHITELEY: Hoover vacuum cleaners, 

MR. JENNINGS: Well, Hoover introduced their 
floor polisher, IL think it was, either 1949 or 
1950. 

MR. WHITELEY: Two-orusn type? 

MR, JENNINGS: Yes sir. 

MR. WLICKWIRe: Mr. Jennings, it has been 
Suggested in many places, and I would like to have 
your opinion on it, that the fact that a manufac- 
turer can suggest a resale price opens the door 
to price-cutting, that it gives the dealer and 
the public, the dealer particularly, an object 
to shoot at, and that in furtherance of that 
question, if a manufacturer did not set a sug- 
gested retail price, that it would go quite a 
long way in controlling tne situation that you 


complain about today. 
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MR. JENNINGS: Let me say first that the 
establishing of suggested list prices on some 
appliances in my opinion contributed to tne loss- 
leader attacks that have been made on our products. 
Now, you would like that part of the answer. It 
contributed because it was responsible, in our 
opinion, for helping us to obtain a large volume 
of sales and production, 

IL think I could make my point if I refer to 
the floor polisher. We introduced the floor 
polisher in 1949 at $59.50. At that time there 


was another two-brush machine on the market at 


$89.50. 
MR. wICKWLRE: That is an imported machine? 
MR. JENNINGS: No, it was made in Canada. 
MR, WICKWIRE: Not comparable to your 
machine? 


MR. JENNINGS: Well, it was the same type, 
same general type of machine. It was not comparable 
from a See standpoint. It was the same 
type of macnine but it was $89.50. 

Now, I made a serious statement at the 
start when I said that we are proud of the low 
Suggested retail prices we nave. In 1949 we were 
proud of the fact that we had been able to design 
and engineer a floor polisher to sell as low as 
$59.50,. so that we were spending a lot of money 
to promote the polisher. 

Now, our position is this. We have a new 


product that no one knows avout, so you put it on 
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the billboard or put it in the paper and the public 
may say: "That is a good idea. I wonder what it 
is, $100.00, $125.00, or $89.00?" We were proud 
of the 59.50 figure and we wanted to tell the 
public: "We have brought you a new type of 
product which will do a lot of things for you 
and it@-is -only'}59.50. ” 

| MR. WICKWIRE: Well, would you suggest that 
if a dealer can séll that product to a customer 
at a profit to himself and that the customer buys 
it at less than $59.50, that the customer should 
“not have it? 

MR. JENNINGS: If it were possible to main- 
tain a price range which reflected only the differ- 
ences in efficiency of different retailers, I see 
no reason that it would be harmful in letting the 
floor polisher or any other product fluctuate 
around within that relatively narrow range. 

The erux of the problem is this. Men such 
as the one we heard from yesterday, "Mr. New Era", 
have a low operating cost. Now he has a low opera- 
ting cost, he is efficient, I will grant him that; 
he is a good buyer, he has been a smart manager. 
But the biggest contributing factor to his low 
operating cost is his skill in taking advantage 
of the efforts of other retailers and of manu- 
facturers, and the case of the one down in 
Windsor is the same example, tnis dealer in Windsor 
who made money -- and I grant you he did. I will 


accept his statement -- he made money selling 
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people polisners at $44.95, out he has only made 
money because he was picking apples out of other 
people's orchards. He did not contribute his 
share of planting the trees and so on. 

MR. WICKWIRE: Did you see the picture of 
his estaolishment and what he does for what you 
term creative selling? 

MR. JENNINGS: No, I did not see that. 

MR, wWLCKwIRE: Did you see the pictures of 


his maintenance fleet? 


MR, JENNINGS: No, but I heard him say that 


he made an average gross profit on everything he 
sold of 30%, and he is not making anything like 


30% on our products. 
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MR. WICKWIRE: Did you hear him say that his 


averaze cost was 20%? 

MR. JENNINGS: He said substantially over 
20% according to my notes, yes. 

MR. WICKWLIRE: He did not say 33%? 

MR. JENNINGS: No. I made some notes 
at the time and I think he said it was over 20%. 

MR. wiCKWIRE: Did you hear how many years 
he said he had been in business? 

MR. JENNINGS: I did, but I have for- 
gotten. 

MR. wWICKWIRE: Did .he say how many 
employees he had? 


MR. JENNINGS: Yes, I think it was -- 


MR. WICKWIRE: What do you say about -- you 


were here yesterday? 
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MR. JENNINGS: Yes. 

MR. WLCKWIRE: what do you say about tne 
Statements given by Mr. Black? 

MR. JENNINGS: what would I say about them? 

MR. WICKWIRE: Yes, in comparison with, you 
mentioned New Era? 

MR, JENNINGS: Would you name the statement 
that you are referring to? You made quite a few. 

MR. WICKWIRE: About his attitude on mer- 
chandising. 

MR. JENNINGS: I think that you might des- 
cribe Mr. Black's attitude, it is perhaps a bit 
of a facetious statement: If you cannot correct 
a racket, you had better get into it. 

MR. WICKWIRE: I just want to get your re- 
action to a customer buying something at less than 
Suggested price, and you say it is a racket, is 
that 10? 

MR. JENNINGS: What did you say? 

MR. WICKWIRE: It is a racket for a customer 
to buy an article at less than -- 

MR. JENNINGS: I didn't say. 

MR. WICKWIRE: well, am I to take that in- 
ference? 

MR, JENNINGS: No. 

MR. WICKWLRE: You suggest that one of 
your objections to Section 34 is that it transfers 


"us" to one or 


the right to establish prices from 
a few retailers in each marketing area wno have 


no investment in the product or the trade-mark, 
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Now, I take it that retailers are in business of 
distributing products to the puvolic? 

MR, JENNINGS: That is right. 

MR. WICKWIRE: Inciuding your products? 

MR, JENNINGS: Yes. 

MR. WICKWIRE: Should they not be in a 
position to know what they should sell the product 
for?, Who. is..in. the. better. position,, retailers or 


the manufacturers, to know what -- 
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MR. JENNINGS: I would think a manufacturer. 


MR, wICKWIRE: You are speaking now of 
brand name products only, are you? 

MR. JENNINGS: Oh, yes. 

THE CHAIRMAN: You are not meaning to go 
so far as to say that the manufacturers should 
know more aoout the retailer's business than the 
retailer knows himself, are you? You don't really 
mean that? 

MR. JENNINGS: I wouldn't say that, but 1 
do say this, that the manufacturer has access to 
and can obtain quite readily a lot of informa- 
tion on tne average cost of doing business on 
the part of retailers wno perform their proper 
sales function. I do not agree that a retailer 
Should be able to cash in on the sales efforts 
of other retailers, any more than 1 believe 
that someone should be permitted to go in and 
milk someone else's cow. 

MR. wICKWIRE: sut wnicn do you say is the 


more compelling force in the sale of a product, 
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the creative selling that you have described or 
price? 

MR. JENNINGS: well, let me first say this. 
I will repeat a statement I made earlier, that all 
other things being constant, in the distribution 
picture, the lower you can get the price of your 
products the more you can sell, but the trouble 
with this present situation, that is, the loss- 
leadering that is going on, is the things not 
remaining constant in the picture. We are having 
people sell at low prices to attract customers 
and for other reasons, and they are not doing a 
normal share of the work. 

MR. WICKWIRe: I suppose what you are sug- 
gesting, perhaps your brief suggests, is that you 
have got to do the creative selling first. 

MR. JENNINGS: That is right. 

MR. wilCKWIRe: In order to get a demand 
for the product. 

MR. JENNINGS: For instance, I mentioned 
that in the first full year that we were in the 
electric kettle business -- and you have a lot 
of sales figures on kettles now which I have given 
you on a confidential basis -- the first full 
year we were in the business we sold 547 all 
across Canada. 

Now, here are some of the things tnat you 
have to do to get that. We had first to get that 
product accepted by our dealers and distributors. 


So at that time our salesmen went up and put on 
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speed demonstrations in stores and in distributors! 
locations, over 1,200 speed demonstrations, to 
demonstrate the speed of tnis kettle as against 

an ordinary kettle. 

Those are some of the things that the 
manufactyurer;doesn, .The. briel.tries,to spell, out 
some of the things the dealers do in promoting the 
sale of tne floor polishers during that period 
when it is gaining puvlic acceptance, when the 
public is getting an appreciation of the merits 
of, the product and what the product will do for 
them. 

Once a product has gained public acceptance, 
then the satisfied users tell other people and 
that is the Co eer ee type of advertising; 
but 1f we brought out today an electric corn- 
popper tnat no one knew anything about, we would 
have, we and the retailers and distributors, 
would shave yto do ja.lot of woreative selling in 
order to get the first 5 or 10% of the public 
using it, and maybe we would never get that per- 
cent of the public using it, because the product 
might not be good enough for the consumer in re- 
lation to the price we were asking the consumer 
to pay. It is only when a product does enough, 
it gives tne consumer enough benefits in relation 
to the price that you are asking the consumer 
to pay, that, the, product. does. gain public 
acceptance. 


MR. WICKWIRE: Who pays then for this 
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creative selling? 

MR. JENNINGS: Who pays for creative selling? 

MR, WICKWIRE: Yes. 

MR. JENNINGS: The public pays for it. we 
all have to pay to be educated. 

MR. WICKWIRE: And perhaps at times the 
public get tired of keeping on paying for the 
creative selling for an article? 

MR. JENNINGS: Yes, well, I am not suggest- 
ing, I am thinking of creative selling largely 
during the period wnen it is coming from nothing 
where no one has it, up to the point where maybe 
5 or 10% of the people have it. 

MR. WICKWIRE: But then under a system of 
retail price maintenance, if in force, the public 
continues to pay for it when it is not necessary. 

MR. JENNINGS: Not necessarily, sir. You 
could very readily have a flexible price structure 
which gave you a longer discount on products that 
did not have public acceptance and reduce your 
discount to distributors and dealers after a 
product -- that is quite open under price mainten- 
ance. 

MR. WICKWIRE: Do you do that in your com- 
pany, for instance? 

MR. JENNINGS: We have at all times, we 
have taken a very active interest in keeping our 
distributor and dealer discounts at the minimum 
point which will enavle us to interest dealers 


and distributors to do the sales job we want them 
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to do. 

For instance, it used to ve quite common a 
few years ago for dealers to get 40% on small 
appliances. Our maximum suggested price now is 
35%. 

THE CHAIRMAN: That is on sales? 

MR, JENNINGS: On sales, yes, that is dis- 
count on sales. 

MR. WICKWIRE: Your brief indicates that 
the only variation in suggested prices was made 
because of tax concessions. 

MR, JENNINGS: I am speaking now, in that 
answer I am speaking of times prior to the resale 
price maintenance legislation. 

MR. WICKWIRE: You might clarify for me, 
if you will, your suggestion that it damages the 
value of your product in the eyes of the public, particu- 
larly as gifts. I do not follow that one too closely. 

MR. JENNINGS: well, tnat I put down near 
the end because we do not consider that that damage 
is one of the major damages, but we think it is 
one of the minor things that happens to us. 

Our belief is that if you see a G.E. kettle 
or iron advertised at $8.95 and $3.49 and so forth, 
that you maybe hesitate to go out and buy one as 
a wedding present, vecause the person thinks: 

"I wonder what cut-rate place he got that? 

MR. WICKWIRE: well, I suppose it is custo- 

mary for a person buying the gift and sending it, 


to use your illustration as a wedding present, they 


i) 
_ | - 
ia 7 i a7 . a 4 ore’: 
a a an as ; ei cares ited OA a 
saben ed od beew at <sonssent Po a at. 
| ts 
~ tides a0 xOe dey of. ersiseb tot 098. eresy wel 
at wort 9oiaq beseepuse ‘adit xb wo emniioos 


e¢sefse ao ef tec? :HAMATAHO SHT 


ee 


a 


-ckb et dst .eoy .eolse nO :eouiMnal AM 
: | .eefse no IiVOo 
decd eetsotbat tetad awcY :SaTWAOTW .AM 
obam asw veotiq besesague at gotssixsy ylao saz 
, | .enolaasongs .x8d Io 96u89e0 
aaead at .won gatisega me 1 =; Q0ATAMEL AM 
sfses1 oft o¢ tolyq semis “te yaidseqe ms a  T9WSns 
; molisieltael sonsasdatlem solig 
eh tot Ytiaslo ddgtm voY ::BATWASIW AM 
ods ssanmed tk dade moftesaggue iwey .fftw HOY it 
~solss 8q etteua: ena to sexys edt nt Joubotq qwoy ‘to suisv 
I octet ail ood eno gad¢ wellot tor of I .a831y es yiael 
‘meen web tug I dant ffs +2OnTNNEL VAM . 
egsnsb sand jedd tebleics toa -ob sw. seussed bas odd 
; a ti wntdd gw dud .segsmed totem eg to eno! al 
by ct ansqqsd dadd aagniad tomtin edt to eo 
efsteu .3.0 8 99e voy tt steady et tetIod 10 
igso? o@ bas 04.63 bas 20.8% Js beabgasvbs sort 10 
28 eno YUU bas tuo Og OF sistas edysem LOY teat 
paint? soareq odd eevenou .dasee1q aaibbow 8 
Siedd tog of sosiq ovst-suo Jaw sebsiow I" 
-oJevo el di seoqque <i .ffew iSATWHOIW .AM | 


.ti-goibmes bas stig eat yalywd noeisq 8 1c% C1sH 


| Yetis dnesenq galbbow ses nolvsttauliL awoy/ sts OF 





881 


do not put the price tag in of what they paid for 
ats 

MR. JENNINGS: No, but the people who get 
it get the newspaper and they see what is going 
on and they might think: "Well, I guess he got 
a bargain on this some place." 

MR. WICKWIRE: They might still like to 
have the kettle. 

MR. JENNINGS: That is right, sure. 

THE CHAIRMAN: Isn't it just as useful to 
the recipient regardless of what was paid for it 
by the donor? 

MR. JENNINGS: That is right as far as the 
kettle is concerned but it mignt not create quite 
the reception in the person's mind. 

THE CHAIRMAN: They might think the donor 
had not spent as much money as he should have 
done? 

MR. JENNINGS: That is right. 

MR. wLlCKwIRE;: Might it not also work 
this way, that I have got $8.00 or $6.00, or 
whatever it is, and I would like to send a present 
to you. lL would have sent you some cartons of 
cigarettes but I can send you a G.E. kettle which 
I could not have sent before, so you get the 
kettle. 

MR. JENNINGS: Yes, I think you might 
pick up something, but wnat you would pick up 
on the bananas you may lose on the oranges, 


because the people that had $12.50 to spend would 




























tid war 
is iy to aequeres egg ut 
tox ef assy L .fLew" aaleebeis idgim edt bas mo 
",sosfq smoa stat ao alsgied & 
od sit Ifive Joyha yeaT sBALWHOIM .AM 
| _-eidted edd eved 
| ome Adghs at Jed :20ULaMeL fi 
ot In loa ae teu, gt s'sel OR. = 


ee, 


OE et blag BBW Janw to. Rabbits 2 4 sasiqioot eds 
nee | _Sros0b ont es 
oid #68 28t 86 gagia al J 8aT OMIM iw 7, | 
oftnp exyse1o goa tngim gt Eetal Shean a sidtex 
cae 8 neeIsg ete at aotageoss sig 
| sonob std xAnirid tneim yee? KAMATARD HT 
evead bivode sn es yenom doum 68 Jasqe tom Sed 
| | Fenob 
.tdgin al sen. OM, i 
wiow oels tou cL. angi AALAND - Fim 
70 .00,9% 10 00, 8% Jog ovat, i bats eysw  eiake 
inses%g s bie 3 edt bluow L bas ot at t9ved sw 
to ahod1so GHIOB /HOY, vige oved Bivow L .sOYy oF 
noldw efo3 en B.0 6 OR biee aso I suo patiersglo 
903 Jog goy of .Ssucied Java eves gon piuoe i 
, | a | | -ofiJoa 
tilda woy Aaiked T ,eey 20K IHNEN, | 
w nolg. a) en JanK dud antsy ones qu a 
+ eeyrste ens ao esol a NOY ‘esasnsd ode a9. 


bivow basqe oc O@,Si% bed satis siqosg sat saueoed. 





882 


go and spend that for something else. 

MR. wlCKWIRE: Now, you referred to the 
Lloyd Jacob Report in which you say you whole- 
heartedly concur. I assume you have read the re- 
port, Mr. Jennings? 

MR. JENNINGS: I have read part of it, yes 
sir. I don't think, if you will read my statement, 
that I said I concurred wholeheartedly with the 
Lloyd Jacob one. 

MR, WICKWIRE: "we concur wholeheartedly 
with the conclusion in the Lloyd Jacoo Report 
that a manufacturer should have the right to re- 
fuse to supply his products to retailers who use 
them as loss leaders." 

MR. JENNINGS: That is right. 

MR. WICKWLIRE: I don't think that that is 
the conclusion of the Lloyd Jacob Report. 

MR, JENNINGS: Well, perhaps I have mis- 
interpreted that. At page 307 of the green book, 
as I call it, on loss-leader selling: 

"Finally, the conclusions reached by the 

Lloyd Jacob Committee with reference to 

the control of ‘loss-leader' selling 

are as follows: 

...a manufacturer may also reason- 
ably refuse to supply a retailer 
who uses his branded goods as loss- 
leaders". 

MR. WICKWIRE: I have the report here. 


MR. JENNINGS: well, if that is in error, 
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then I am afraid we will have to blame you folk 
because you pick up -- you misquote it. 

THE CHALRMAN: I wonder what you mean by 
ow Tole 

MR. JENNINGS: Sir, this has the name of 
the Restrictive Trade Practices Commission on it. 

THE CHALRMAN: If you would read the rest 
of it, itv is~the Director of investigation's 
statement. The Commission had nothing to do with 
it until we received the book. 

THE WICKWIRE: I will read you from the ac- 
tual report, Mr. Jennings. 

MR. JENNINGS: Isn't that an exact quotation 
from the report? 

MR. wWICKWIRE: “Conclusions and recommenda- 
tions”, 

MR. JENNINGS: Yes, but isn't this -- 

MR. WICKWIRE: I didn't prepare that, IL 
don't know. 

MR. JENNINGS: This is paragraph 168; 

"We recommend that no action should be 

taken which would deprive an individual 

producer" 
which is defined as to include manufacturers, 
wholesalers, grocers, importers, 

“of the power to prescrive and to keep 

resale prices for goods bearing his 

brand," 

MR, WICKWIRE: 1 think this is the refer- 


ence to it. 
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MR. JENNINGS: Well, this is shown here as lle. 
lies MR. WICKWIRE: 112, and paragraph 162:- 

"Producers are not in our opinion en- 

titled to use resale price maintenance 

to obstruct the development of parti- 

cular methods of trading, to impede 

distribution by anotner manufacturer 

of competitive goods, or to deprive 

the public of the benefits of improve- 

ments itn distribution. ~ Public policy 

requires adequate distribution of goods 
with provision for such price reduc- 
tions as are justified by low cost 
distribution or by a regular policy 

of distributing surplus profit to the 

customer,” 

You would not agree with 
that part? 

MR. JENNINGS: I would rather restrict my 
comments to the one in the brief at the moment, 
because I have not got the report in front of 
me and it is hard to follow a long passage. 

MR. WICKwWIRE: Now, Mr. Jennings, under 
a system of resale price maintenance, is not the 
policing of it an expensive operation? 

MR. JENNINGS: Well, I might go back to 
our experience pre-war. I am speaking only of 
small appliances. I would say that by a matter 
of what I would term common sense on tne part 


of the retailers, voecause of tne problems inherent 
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in small appliances, where there are some in every 
store and they have a catalogue price and they 

are worth enougn to cause you to cross town to 

get a bargain, the retailers through their own ac- 
cord all sold oursmall appliances, substantially 
all sold by appliance people, at the suggested 
prices, and it required no police activity whatso- 
even on our part. 

In all the years before the war I was in 
the business, I can only remember one instance of 
seeing an iron of ours advertised at less than 
our suggested price. 

THE CHAIRMAN: You sometimes see them adver- 
tised at a price above your suggested price in 
the period of short supply. 

MR. JENNINGS: I am speaking of before the 
war, not in the short supply, which is quite pos- 
sible, in the post-war period tnat could have been 
possible. 

MR. WICKWIRE: What has happened in the 
United States under a system of fair trade laws 
or retail price maintenance, with G.E., do you 
know? 

MR. JENNINGS: Yes, I have some knowledge. 
I do not profess to be an expert. Our company 
fair trade small appliances in the United States. 
You might be interested to know, I don't mind 
telling you this, that we have instituted some- 
thing in the order of 150 lawsuits in the last 


year to try to maintain those prices. 
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I would further like to say that we in the 
Small Appliance Department do not favour a Fair 
Trade Act along the lines of the fair trade legis- 
lation in-the United States. It is an expensive 
process. 

MR. WICKWIRE: Very expensive? 

MR. JENNINGS: Yes. wWe think it is much 
better to allow a manufacturer to exercise that 
measure of control over prices which is necessary 
to protect his goodwiil and to maximize his sales, 
because let us keep in mind that every manufacturer 
wants to sell just as much as he possibly can. 

MR. WICKWIRE: Of course, that is ae only 
purpose wot nis being in -pusiness, if suppose. 

MR. JENNINGS: Well, I woulda think that would 
be a purpose toward other purposes. 

MR. wiCKWIRE: Has not the policing under 
Fair Trade Laws in the United States been so ex- 
pensive that it 1s almost prohibitive for a small 
manufacturer to undertake? 

MR. JENNINGS: I would not want to comment, 
I do not know apout that. I have some knowledge 
of what our experience has been from hearsay in 
the General Electric. 

MR. WICKWIRE: You suggested that your 
own company, to your knowledge, has instituted 
lawsuits in 150 instances? 

MR. JENNINGS: Approximately. 

MR. wlCKwIRE: I have an article taken from 


the New York Times of August 23rd, 1953 wnicn says 
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that your company in the States set aside a minimum 
fund of $500,000.00 to finance its court actions 
against retailers. Were you aware of that? 

MR. JENNINGS: I don't know whether that is 
Vigor vr Pot. 

MR. WICKWIRE: Do you know Mr. A. L. Scaife? 
He may be your counterpart. 

MR. JENNINGS: Yes. 

MR. WICKWIRE: In the General Electric Com- 
pany at Bridgeport? 

MR. JENNINGS: He is not a counterpart, but 
I know him, yes. 

MR. WICKWIRE: He is manager of the Sales 
Planning, Small Appliance Division. 

MR. JENNINGS: I think that is his current 
title, yes. 

MR. WICKWIRE: He addressed the hardware and 
metal and electrical dealers on February 13th, 
1954. You were not present, I suppose? 

MR. JENNINGS: Yes, I was there. 

MR. WICKWIRE: Did you hear him say tnis: 

"On the Fair Trade Laws in the United 

States the two main proolems being 

faced are price-cutting arid super- 

markets selling appliances as loss- 

leaders." 

Do you recall that? 
MR JENNINGS: ~ NoG™parvticuLarly,; nov 
MR, WICKWIRE: “In Canada without 


resale price maintenance there are 
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exactiy the same problems. Legisla- 

tion is not the answer, but a mucn 

better job of advertising and selling.” 
he said. Now, have you any comment on that, Mr. 
Jennings? 

MR, JENNINGS: I think I should only comment 
that Mr. Scaife is entitled to his own views. 

THE CHAIRMAN; You mean you don't necessarily 
agree with them? 

MR. JENNINGS: I would not agree with that 
comment. 

MR. WICKWIRE: You would not agree witn it? 

MR, JENNINGS: No. 

MR. WICKWIRE: Thank you. 

MR. WHITELEY: Mr. Jennings, you used several 
illustrations of people milking other peoples! cows 
or taking apples from other peoples! orcnards and 
so on. 

MR. JENNINGS: Yes sir. 

MR. WHITELEY: A vtually is not that competi- 
tion? 

MR. JENNINGS: Not in my opinion, no, not 
fair competition. 

MR. WHITELEY: Isn't it the case that with 
a great many products one manufacturer prings a 
product in, finds public acceptance and soon 
there are many other products of several manufac- 
ture who have seized on the same idea and use 
theirs to the best advantage? 


MR. JENNINGS: That is right, I do not 
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object to that. I am speaking of specifically 

one manufacturer's products. I am speaking there 
of retailers cashing in on the efforts of other 
retailers on one manufacturer's products. I quite 
accept the right of anyone to go into the floor 
polisher business or the kettle bousiness or the 
iron business any time and cash in to the maximum 
extent that he can on the pioneering work I have 
done. That is his right and privilege under free 
enterprise. 

MR. WHITELEY: How do you distinguish? It 
appears to me they are not as separate as you 
appear to make out. 

MR. JENNINGS: I would ask you to think 
about Danforth Radio Company selling floor polishers 
at a cut-price below their cost, selling about 
800 in three evenings. Now, they did not sell 
800 floor polishers, but they nad them piled in 
some cases just inside the door and you came in 
and you paid your casn and you walked out carrying 
&a polisher with you. They did not sell anything. 
All they did was act as a depot for people to come, 
an evening depot for people to come and pick this 
polisher up at a low price. 

If we cannot get this across, then I have 
failed in my presentation;if we cannot get tnis 
across that that would never happen if there 
were not a large numper of other retailers stock- 
ing and displaying and promoting the same product 


in that same marketing area. 
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THE CHALRMAN: Isn't it rather, if there had 
not been a big promotion undertaking oy tne manu- 
facturers over the years wnich nad created a view 
in the minds of the public that there was a good 
article, hadn't the manufacturer done a great 
deal more than that? wasn't the work of the 
manufacturer more responsible for that condition 
than the fact that a number of other dealers had 
them in stock? 

MR. JENNINGS: I take the position, sir, 
that in building a product up towards public ac- 
ceptance where, you might define it, where 5 or 
10% of the people have it, in building it up to 
that stage, the building up of public acceptance 
should ove a combination or co-operative or part- 
nersnipserrorc,. if you wish. on, the part of 
manufacturers, distributors and dealers. 

Now, when a product gets up to tne stage 
where 5 or 10% of the people have it, tne vest 
kind of advertising in the world is the comments 
of satisfied users to their friends and acquain- 
tances. 

It might be of some interest to you, we 
made three market surveys in tne past year. One 
happened to be, I don't mind telling you, one 
happened to ve on the floor polisher. We asked 
1,351 people who pougnt floor polisners, wnat 
was the thing that brought their attention to 
this product and influenced them to buy, and 


56% said it was a friend who owned one. 
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MR. WHITHLEY: How do you think tnat that 
Supports your argument? It seems to me it shifts 
it to another field altogether. 

MR. JENNINGS: The point I am trying to 
get across is that there exists at all times, 
on a product that has public acceptance, there 
exists at all times in every centre of population, 
a group of people who nave made up their minds 
to buy. They are all soid, they are sold by a 
newspaper ad or dealer ad or they are sold by a 
television commercial or sold by a satisfied user 
telling them: "This is a fine product". They 
are all sold, they have made up tneir minds to 
buy. The dealer wno is doing the normal kind of 
selling contributes to that. 

Now, some retailer goes along and advertises 
a low price, such as the example we illustrated. 
Those people rush from all over tne area to buy 
the product from that dealer, so he is getting a 
lot of orders tnat he nad notning to do with 
creating. 

TH CHALTRMAN: Done Fourche at Ls 
going a little oit far to say they have made 
up tneir minds to buy when they nave not gone 
down to tne store and made a purchase? That 
is, haven't they made up their mind that they 
would like to have the article, but they may 
be of tne opinion that they cannot afford it 
at the price, 


MR. JENNINGS: Perhaps. 
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THE CHAIRMAN: Or that they have not enougn 
money on hand now. 

MR, JENNINGS: Pernaps it is my choice of 
words. I think I meant sudstantially the same 
thing that you have, tnat they have come to 
agree in their’ mind:* “I’ would Tike’ to*have that 
product ard’ l-am-golfig to’buy Le" FL ewilt be 
at Christmas, maybe it will be on Motner's Day 
or a wedding anniversary, out tney nave made up 
their mind to buy it, but they haven't quite 
decided on the time. 

THE CHAIRMAN: There is more than just the 
time involved. Isn't it the case that a good many 
people have decided that they would like to have 
20, bul they’ cannot afford it’ ac tne price*and 
if the price was lower tney would buy? 

MR. JENNINGS: I again re-state what I 
said before: The lower you can get a price and 
get a normal amount of exposure to tne puodlic 
and sales promotion, usually tne more you sé1l1, 
but the trouble with loss-leadering that is going 
on, “It Ls killing’ our exposure’ of products: to 
the public and killing the normal amount of 
promotion. That 1s the point IT am trying to 
make, 

MR. WHITELEY: At the veginning of your 
presentation you compared the scale of mark-ups 
of certain of your products witn, if not iden- 
tical lines, with at least parallel products 


sold in tne United States. 
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MR, JENNINGS: Yes. 

MR. wHITELEY: A considerable amount of 
literature which comes to the attention of the 
Commission in support of resale price maintenance. 
contains the argument that tne wider spread tne 
practice is, tne narrower become tne margins. 

In other words, if you have complete resale price 
maintenance, tnen the public may expect to get 
products at the lowest .possible distriputive 
margin. Now, I take it tnat as far as establishing 
margins in the United States on the lines you 
cited, the manufacturer has full latitude. 

MR. JENNINGS? > Thati is right. 

MR, WHITELEY: So I assume that there must 
be some other factors other tnan the resale price 
maintenance which creates the differences to 
which you drew attention. 

MR. JENNINGS: I am sorry, I am not sure 
that I got just what you are driving at. 

MR. WHITELEY: Well;: to. put it plainly, 
the argument is that if under resale price main- 
tenance you should accept tne various distribu- 
tive margins -- 

MR. JENNINGS: Tnat we snould accept? 

MR. WHITELEY: Tne public should. 

MR. JENNINGS: You mean that they should 
get products at the lowest possible cost, is 
that. it? 

MR. WHITELEY: Yes. 


MR. JENNINGS: I think in tne long run my 
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opinion is tney would. 

MR. WHIT#LZY: As I say, the manufacturer in 
the, United States has full latitude to maintain re- 
sale prices as far as estaplishing prices. 

MR, JENNINGS: I think in most of the States 
he-nas this Tair trade legislation, yes. 

MR, WHITELEY: And yet the examples you 
nave cited do not show tne effect which is argued 
for in the support of resale price maintenance, 

MR, JENNINGS: I cannot follow you, sir. 

I was just trying to indicate in my comparison 
that the United States prices that were castigated 
very frequently in the Houses of Parliament and 
the Winnipeg Free Press because our prices in 
Canada are substantially higner than tney are for 
the same products in the United States. 

MR. WHITELEY:; That is the overall price? 

MR. JENNINGS: The price, yes. 

MR. WHITELEY: The end price? 

MR, JENNINGS: The price to the public, yes, 
suostantially higher. What I wanted to indicate 
to you, and Il am serious about this, that we are 
proud of the effort and the work that we have 
done and tne mechanism that we nave put into 
our plant to improve small appliances and bring 
them to’ the public at prices which in-‘each of 
those three products run tne same as they 
are in the United States, or in two cases they 
are substantially the same, and in one case 


where there is a $10.00 lower price, that this 
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manufacturer makes more floor polishers tnan all 
the manufacturers in Canada compined. 

MR. wHilTEL&Y: I presume you know, vocecause 
of your company being associated as you are with 
the American company, the relative costs in ooth 
sides of the border? 

MR. JENNINGS: We have some information, 
yes, wer*continually check, and in spite of the 
fact -- and I am speaking only for small appliances 
now, because you can grow wheat in Canada with as 
few man hours, I think,.as you can) in the United 
States, or you can raise cows perhaps and so on; 
but in tne example of electrical appliances you 
find they lend themselves to the application of 
a great deal of mecnanism or labour-saving equip- 
ment, and tne pest we have veen able to do, in 
apite of -thenfact thateouralabour rates are.a 

other 
little lower, in respect of thetne vest we have 
been avle to do is to come witnin about 20% higher 
than American prices, 

MR. WHITELEY: Let us come bvack to tne 
point I am trying to link up with your earlier 
patie If tnat is the case spreads in tne 
States must be higher than they are here. 

MR. JENNINGS: Yes, that is true. We 
are content to work on smaller margins. 

MR. WHITELEY: That brings me back to 
the point I was trying to draw to your atten- 
tion, that these arguments are advanced in 


Support of resale price maintenance, tnat dy 
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some means or otner resale price maintenance narrows 
those margins. Now, the illustration you have given 
is quite the opposite direction, that under resale 
price maintenance for some reason or other the 
American margin got wider. 

MR. JENNINGS: Well, I don't think you 
could draw a general conclusion to that effect. 

MR. WHITELZY;: In other words, there must be 
other factors tnat are at work, 

MR. JENNINGS: well, it could be tnat these 
are better profit margin items than some others. 

MR. WHITELEY: In the United States; 

MR. JENNINGS :.,Yea,, but I.still perhaps 
should add that our suggested retail price on tne 
iron is .312.95.now, andvof course .it,is .only a 
Suggested price, but 1t was $12.50 under resale 
price maintenance in Canada, and at that time it 
was $11.95 in the United States, very close. 

I advance those figures to indicate not 
high prices, the point you are suggesting, but to 
indicate we have done an outstanding jop in 
bringing small appliances to the public at low 
prices, and that our suggested retail prices are 
low in relation to the price of otner goods and 
services. 

MR. WHIT2ZLAY: Of course, your argument 
is related to the general policy. You cannot have 
a policy in each company. 

MR, JENNINGS: I do not follow. 


MR. WHLTHELEY: I mean, it must be taken that 
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your argument is in advance of general policy in 
regard vo resale price maintenance, not because 
your company does an outstanding jod tnat there 
should be some peculiar position under resale price 
maintenance, 

MR. JENNINGS: I put those illustrations in 
because IL nad felt tnat tnere was quite a lot of 
information being orought out nere by tne counsel 
for the Commission indicating that tne suggested 
prices in Canada were away completely out of line 
with relation to cost, and I wanted to indicate 
that on small appliances the Small Appliance De- 
partment of C.G.a. have done a good job in bringing 
appliances to the public at low prices, when they 
were being sold at our suggested prices; and that 
those prices today that are being advertised by 
the loss=leadering mealers are, well, they-are 
just a bargain beyond any imagination that bear no 
proper rekation to what Ltucosts: to produce the 
article. 

MR. WHITEDLAY: Did your company pioneer 
the lightweight iron? 

MR. JENNINGS: Yes sir. I personally intro- 
duced the lightweight iron into Canada in 1947. 
At that time tnere were not more than 5,000 light- 
weignt irons in use in Canada which we had sold 
back about 1935. Tnere was no acceptance for 
the lightweight iron. 

I rememoer in 1947 I went down to the 


Maritime Provinces and I arrived down on a tour 
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round the dealers and distrioutors just after the 
first shipment nad arrived, and eacn day I would 
talk myself hoarse trying to convince people that 
you did not have to have an iron tnat weighed 5 

or 6 pounds, that 3 and 34 pounds was fine and 

that such an iron would save time and effort and so 
on. 

MR. WHITELEY: How long was it after you 
introduced your type of iron tnat other manufactur- 
ers introduced, similar: irons? 

MR. JENNINGS: I wouldn't want to say. It 
was a gradual process. There are other lightweight 
irons on the market, but I doubt if I could get 
that information. I think we did most of the pion- 
eering work on the lightweight automatic iron and 
enjoyed a high market participation on it. 

THE CHALRMAN: Mr. Jennings, just one ques- 
tion arising from something Mr. Whiteley was asking. 
You may not nave tne information. Do you know 
how tne margin oetween the manufacturer's price 
andi the retallovpricerolsmall appliances) like 
those three we have veen discussing mainly this 
morning, how they compare in tne United States 
witn similar margins in Canada? 

MR, JENNINGS: Speaking for General 
Electric only and I am speaking from memory now, 

I believe the dealer and distributor discount, 
that is the discount to the distributor and the 
distributor discount to the retailer, are approxi- 


mately the same. 
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THE CHALRMAN: Approximately tne same? 

MR. JENNINGS: Yes. 

THE CHAIRMAN: Then if this 20% edge that 
the American manufacturer nas -- 

MR. JENNINGS: That is 20% on the manufactur- 
ing cost. “it is" nov on spelling “cost. 

THE CHAIRMAN: On the manufacturing cost? 
In respect of those three appliances you would ex- 
pect a 20% lower retail price in the United States 
tnan in Canada, would you not? 

MR. JENNINGS: Not necessarily. we might 
nave to work in this country on smaller margins 
because in the final analysis, if you are selling 
trons: or Kettles or floor polishers; you are not 
Simply competing with other manufacturers of those 
products, you are competing with a tnousand and 
one other items that people can spend the same 
amount of money on. So that because of a smaller 
country with fewer people, struggling to produce 
at low cost, we may have to accept in this country 
in some cases smaller margins than they do in the 
United States in order to get the price to the 
public at a level that they will buy in volume. 

THE CHAIRMAN: Sometimes it works the other 
way, that is, tne lower the volume the higher the 
margin has to be in order to do business on a 
sufficient profit to stay in ousiness. what I 
am getting at, if the margins are approximately 
the same, as you have suggested they are, that 


refer to your company in tne United States and in 
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Canada, and even if the manufacturing cost is 20% 
lower in the United States than it is in Canada, 
the retail price would be something like 20% less 
in the United states than Canada, if you follow 
that through. 

MR. JENNINGS: If you use percentage mark- 
ups all the way, yes, for everybody; if you work 
in percentages, yes. 

THE CHAIRMAN: It seems to me the conclusion 
is that your American company manufacturers are 
doing a,lot better out of it than,you are. 

MR. JENNINGS: I think I can accept that. 

I might be under criticism for that. 

THR CHAIRMAN: I mean, if your prices are 
approximately the same as retail prices in the 
United States and they nave a 20% margin in manufac- 
turing costs, and the wholesaler and retailer mar- 
Bins are approximately the same, the manufacturer 
there must be getting most..of the difference... Lt 
must be, quite..4, lot. 

MR. JENNINGS: Yes, 20% is a general figure. 
It might vary from that. In other words, our 
manufacturing cost mignt be 20% above his manu- 
facturing cost, so when you follow it through 
your dealer does not get such a terrific amount. 

THE CHATRMAN: It really means this, tnat 
what I have been suixegesting indicates tnat 
there are certain errors in those percentages 
and figures that would have to oe taken into 


account. 
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MR. JENNINGS: I mignt mention one of those 
products, I am speaking of floor polisners where 
we are $10.00 lower than the United States, that 
is not the General Electric and I Know nothing 
about them at all. 

THs CHAIRMAN: Do you wish to add anything 
furtner before tne presentation comes to an end? 

MR. JENNINGS: No sir. 

THE CHAIRMAN; Any of the others present 
wish to add anything? That will then conclude the 
presentation of Tne General Electric Company, and 
I wish to express our appreciation to you, Mr. 
Jennings and the others for your care in the pre- 
paration of this material and your fairness in 
the presentation of it. 

MR. JENNINGS: Thank you very much, sir. 

I will get tnose figures we spoke of, and I am 
sorry for that one slip. I was thinking back to 
wnat happened some years ago, I think perhaps pre- 
war, and we nave normally tnought Aloerta is avout 


60% of B.C., waen you drew my attention to it. 


-~--Tne hearing adjourned until 2.00 p.m. 
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Delegation from: CANADIAN ELECTRICAL MANUFAC- 
TURERS ASSOCIATION. 


Represented by: Poh. Heme, C.C.; 
Counsel for the Association. 


6. Napier Simpson, 
General Manager of the 
Association, 


w.C. Kennedy, 
Vice-President and General 
pales Manager of Frigidaire 
Products of Canada Limited. 


C.A. Morrison, 
Vice-President of Canadian 
General Electric. 


w.G. ward, 
General Manager of the Ap- 
pliance Division of Canadian 
Generalsklectric. 


R.M. Jennings, 
Manager of Crosley Appliance 
Division. 


Paul, i, Flanders, 
General Manager of Kelvina- 
tor Sales Corporation, 


K. Pai Wimnden, 
Sales Manager of Kelvinator 
Sales Corporation. 


HuC.e Darroch, 
Vice-President of Moffats 
Limited. 


G Mavbynn, 
Appliance Manager of Northern 
Electric Company Limited. 


H. Ligntboown, 
Executive Assistant to the 
President of Addison Indus- 
tries Limited. 


LiF. Fitzpatrick, 


President ol Sunbeam Cor- 
poration of Canada. 
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---On resuming at 2.00 o'clock p.m. 

THE CHAIRMAN: Gentlemen, the nearing will re- 
sume. 

we are hearing tnis afternoon representations 
on oehalf of the Canadian Electrical Manufacturers 
Association. We would like to know, first of all, 
the names of the memoers of the delegation. 

MR, HUME: Mr. Chairman and members of the 
Commission, my name is #. R. Hume. I am legal counsel 
for the Canadian Electrical Manufacturers Association 
here this afternoon. I would like to introduce the 
gentlemen wno form tne delegation, 

First; I would like to introduce the gentle- 
man wno will read the submission, Mr. 3s. Napier 
Simpson, the General Manager of tne Association, 

Now, Mr. Simpson, being General Manager, is not 
actively connected with either the manufacturing 

or marketing of electrical products and, therefore, 
he-is. supported py representative gentlemen in the 
industry who are here to answer any questions whicn 
you may have which Mr. Simpson cannot answer from 
his own Knowledge. 

thepiivetets Mra W. Ca Kennedy. ‘Mra Kennedy 
is Vice-President and General Sales Manager of 
Frigidaire Products of Canada, Limited. 

I do not mean to imply tnat all these 
gentlemen will take part in the questioning but 
they are here in case they can be of assistance. 

The next gentleman I wish to introduce is 


Mr. C. A. Morrison, Vice-President of Canadian 
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General Electric. Associated with him is Mr. w. G 
ward, General Manager of tne Appliance Division. 

Mr. R. M. Jennings, from whom you heard this 
morning, Manager of Crosley Appliance Division. 

Mr. Paul &. Flanders, General Manager of 
Kelvinator Sales Corporation. Wwitn Mr. Flanders is 
Mr. K. P. Winder, Sales Manager of Kelvinator Sales 
Corporation. 

Then, tne next gentleman I should like to 
introduce is Mr. H. C. Darroch, Vice-President of 
Moffats Limited. 

Then, Mr. G. M. Pynn, Appliance Manager of 
Northern. Electric Company Limited. 

Mr. H. Lightbown, Executive Assistant to the 
President of Addison Industries Limited. 

Lamvlyseatins LL. ws) FPivzpatrick, President of 
Sunbeam Corporation of Canada. 

Mrv Chairman, with the permission of the 
Commission, it has been suggested that Mr. Simpson 
read the submission through, subject to any interrup- 
tions you gentlemen may nave. When ne is completed 
his reading he will try to answer any questions 
which may be asked. If he is not apnle to do so 
he will know which of these gentlemen is best 
qualified - and there may be more than one ~- to 
assist the Commission. 

I wall call on Mr, Simpson to read the 
submission, 

MR. SIMPSON: Gentlemen: 


"Tne Canadian Electrical Manufacturers 
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Association welcomes the opportunity of sub- 
mitting its views to your Commission on tne 
prevalence and effect of Loss-Leader selling. 
The Canadian Electrical Manufacturers Assoc- 
iation is composed of one hundred and forty- 
seven memoer companies, representing approxi- 
mately 60% of tne dollar turnover in the 
industry; directly employing about seventy- 
six thousand Canadians in its factories 
across Canada, of wnich number approximately 
eleven thousand are directly employed in 

the manufacture of electric appliances. 

"As stated in your letter directed to 
the Association under date of March 19th, 
1954 - 'The enquiry is intended to include 
all aspects of the problem of Loss-Leaders. 
Without limiting in any way its wide general 
scope, the Commission is anxious to obtain 
accurate factual data etc.'! 

"The purpose of tnis brief then is 
to show that nousehold appliances are being 
sold as Loss-Leaders. and that this. and 
other practices resulting from the passing 
of the legislation known as Section 34 of 
the Combines Investigation Act, are 
tnimical to the interests of the public, 
the retail dealers, and tne manufacturers. 
The present legislation as applied to the 
Housenold Appliance Industry restricts 


tne’ operation. of, “and 26 “contrary to: the 
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conception of 'free enterprise’ in this 
country, thus jeopardizing the future of 
hundreds of small ousiness men as well as 
manufacturers. 

"It may oe definitely stated tnat na 
this legislation been in effect twenty years 


ago the Canadian consumer would not now oe 


a 


enjoying the gracious living made possible 
by modern electrical appliances as a result 
of the creative efforts and large capital 
expenditures by the manufacturers. The 
situation which has been created by this 
legislation precludes obtaining the dealer 
support necessary for the sales promotion to 
gain public acceptance of new products; and 
therefore does not warrant further capital 
expenditures by manufacturers for their de- 
velopment. 

"Most Canadian electrical manufacturers 
have been in the appliance business for 
twenty years and longer and are justly proud 
of the confidence which their name inspires 
in the minds of the buying pubiies . The 
manufacturers have ouilt up distributor and 
dealer organizations in order to insure that 
their products will receive wide acceptance 
and proper service. The prohibition of 
resale price maintenance oy the manufac- 
turer is seriously damaging the manufac- 


turers' prestige and reputation with its 
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dealers who feel sure that those who are 
engaging in Loss-Leader selling are getting 

a better price from the manufacturer and 

a great many dealers are refusing to continue 
handling the products. 

Our first suomission on behalf of the 
Association is to point out that tne mer- 
chandising of electrical household appliances 
presents entirely different problems than 
is, tne, case,witn food, drugs, tobaceo, etc.; 
and therefore are subject to greater impact 
from Loss-Leader selling. The reason for 
this is that while the first mentioned are 
consumable ‘repetitive purchase! itenis, 
no such conditions apply to the latter. 
Blectrical Appliances are purchased for 
long service (5 to 15 years), and since they 
nave catalogue numbers the consumer may 
expect standardization of parts which is 
not true of other industries... As a result 
it is submitted that Loss-Leader selling 
in electrical appliances creates special 
problems not found to be the case in other 
products sometimes used for this type of 
mercnandising. 

"The Association respectfully supo- 
mits that it is not possible to accurately 
Gefine Loss-Leaders so as to embrace an 
interpretation that is uniformly under- 


stood among manufacturers, distributors 
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and consumers. for the purposes of this 
submission, therefore, the following defini- 
tion of a Loss-Leader is being adopted. 

‘In our opinion a Loss-Leader is a 
product which the retailer sells and/or 
advertises below his invoice price, plus the 
cost of doing business, usually as a means 
of attracting customers. 

"As typical examples we might refer to 
the following: 


Manufactur- Advertised Suggested 


er's Price and sold List 

to Dealer av Price 
Easy washer (tat Oo OO**t REak E355 00) 
Addi screw 225.00 199.95 (Reg. 369.00)" 


I might say, we could have listed any number 
of examples here but we only put two. The first 
sold’ ata slight profit and the other at iess 
than the price the dealer paid for’ it, at a loss 
of $26.00, the one which sold at $199.00. I 
have a letter from the manufacturer stating it 
was purchased at 3225.00. I have an ad offering 
it at $199.00. This is an Addison television set 
which was sold for $225.00 to that particular 
dealer and resold py him at $199.00, for a loss 
of $26.00. 

THE CHALRMAN: The actual instrument was 
traced straight through? 

MR. SIMPSON: That is correct. 


THE CHAIRMAN: we nave had evidence that 
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in some instances special deals are made witn cer- 
tain dealers whereby tney pay lower than the regular 
prices. 
MR. SIMPSON: This could be privately proven 
to the Commission if you desire. 
THe CHAIRMAN: I just wanted to maxe sure 
of the meaning of the statement. 
MR. SIMPSON: "The Dominion Bureau of Statis- 
tics sample survey of retail stores, as 
published in the Financial Post of March 27th, 
1954, gives the national average cost of 
operating household appliance and radio 
stores in 1952 as 16.59% on selling price 
witnout providing for proprietors! salaries." 
ti mignt comment here that Mr. Jennings, in 
his brief this morning, said the Dominion Bureau of 
Statistics were going to keep statistics on incor- 
porated stores. From other statistics these figures 
run about 10% over unincorporated stores, so they 
would be around 20%. 
THE CHAIRMAN; The incorporated body has 
not an owner's salary to pay. 
MR. SIMPSON: That is right. 
THE CHAIRMAN: All tne employees are on 
the payroll of the company, whereas the privately 
owned store may not charge a salary. 
MR. SIMPSON: That is rignt. 


"Many of tne appliances both large and 
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small being regularly advertised in metro- 


politan area papers can, therefore, pe re- 


garded as Loss-Leaders. 


"The services performed py a dealer 


woichn require adequate margin are: 


bee 


a 


Maintains a varied display of models. 
Maintains an adequate inventory of 
various models to make prompt delivery. 
Has a trained sales staff to supply in- 
formation on the product to customers, 
enabling them to make an intelligent 
choise of the model best suited to 
their requirements. 

Has a location in a good traffic centre 
with an attractive store and windows 
properly displaying products. 

Provides. facilities to uncrate,. test, 
clean and set up products and to deliver 
them to the customer's home, install 
them, and instruct. the customer in their 
basic operation. 

Has a home economist or otner staff 
personnel to call at the purcnaser's 
home and educate the housewife in the 
proper use of the product to get the 
most value, enjoyment and the best re- 
sults from owning it. 

Accepts the responsioility to promptly 
adjust the product to ensure its con- 


tinued and satisfactory operation in 
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the customer's nome. This is an impor- 

tant responsibility of the dealer who 

sold it and represents a substantial 
expense in equipment, supplies, space, 
trucks, parts inventory and trained 
service men. 

oy Does advertising to educate the public 
as to the benefits, features and prices 
of the products, and savings resulting 
from their use. 

9. Undertakes sales promotion activities 
of various types, for example, cooking 
demonstrations and distrioution of 
literature . 

"It is obvious that some of the larger 
dealers in the metropolitan areas’ can operate 
at a lower expense ratio than the average 
dealer but they can only do this by taking 
advantage of the public acceptance of the 
manufacturers! brand name and at the expense 
of tne average dealer. Many independent 
business men who are being forced out of 
business consider this practice undesiraole 
ana Fis’ "2 threat to whe "Tuvure’ of “the 
manufacturer, 

"Herewith are figures ootained from Dun 
and Bradstreet whicn snow dealer failures 
through financiai embarrassment - tney do 
not include voluntary retirement from pousi- 
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Your appliance dealers who say there is no more 


money in this business and simply back out. These 


are actual figures brought to the attention of 


Dun and Bradstreet. 


"The increase since tne passage of this 


legislation snould be noted: 


Year Failures Liability 
1950 Fi 590,000.00 
1951 22 387,000.00 
1952 1d 536,000.00 
1953 43 27220, 000,00" 


ee 


I might say, the liability has increased very 


greatly. 
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THE CHALRMAN:s That is confined “tothe elec- 
appliance dealers? 
MR. SIMPSON: That) is correct. 

"The public is losing confidence in 
the manufacturer's brand name. Tne cnannels 
of distribution and promotion which built 
up this industry are being destroyed. 
The greatest assets of a manufacturer of 
consumer goods are public acceptance and 
dealer connections. Canadian manufactur- 
ers spend annually millions of dollars in 
advertising, selling, sales training, and 
promotion to estaolish and maintain these 


assets. This present market condition, 
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encouraged by legislation is wiping out 
years of this effort and investment. 

"The Association submits that a product, 
to be effective as a Loss-Leader, must ve 
standardized, having wide public acceptance 
and a value whicn nas become estanlisned 
in tne minds of the pupiic., Ine Blectrical 
Appliance Industry, because appliances satisfy 
all of the requirements above, has been hit 
narder vy Loss-Leader selling and otner 
unnealtny price cutting “practices thah 
any otner industry since the amendments to 
the Combines Investigation Act which pro- 
hibit resale price maintenance and which 
became effective on January Ist, 195ec. As 
an illustration, a comparative study of 


newspaper advertising of electrical appliances 
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The words "by dealers! should oe inserted there, 


oe 8 DY Gealera [or the Tirst. quarters 
of 1952-3-4, respectively show the follow- 


ing lineage: 


Jan, lst ~ Maren 1st 
Blec. Appliances star Telegram 
1954 263,958 105, 303 
1953 243,089 149,743 


1952 Li; eo BG, 067" 
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You will notice in 1954 the increase of the total 
lineage in the Toronto Star and Telegram over what 
nad previously prevailed wnich was due to the 
amount of cut-price advertising whicn was done. 

If you took furniture, which is not included, there 
was practically no change in the lineage subdse- 
quent to the passage of the legislation. 

THE CHAIRMAN: . This is total lineage of 
all advertising of appliances? 

MR. SIMPSON: Yes. 

THe CHAIRMAN: Including what you call loss- 
leader or.cut-price? 

MR. SIMPSON: At the dealer level. 

THE CHALRMAN: It includes wnat you call 
cut-price or loss-leader advertising and dealer 
advertising? 

MR. SIMPSON: Dealer advertising, but I 
think you.willd find.very littiec of that. 

THE CHAIRMAN: 1 do not know, I am just 
asking. 

MR. SIMPSON: we hope to prove that. 

"As.an illustrative exnibit we give 

the Toronto Daily Star of May 18th and 

May 25th showing three douvle page spreads 

which are typical of this activity." 

The Commission was furnished witn tnose two papers. 
I will not bother going tnroughn that again. 
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‘The Housenold Appliance Industry nas 
reached its present state of efficiency and 
service torough the development of new and 
inproved products. 

"The retailing organization across 
Canada has had an integral and highly impor- 
tant part in tnis development, wnich is 
essential to success througn its past 
Willingness to invest large sums in the 
promotion and sale of new products, sucn 
as automatic clothes dryers, automatic dish- 
washers, 'dispose-alls' etc. (It should 
also be noted here that such products are 
not.used.for price cutting since they have 
not yet gained major puolic acceptance. ) 

"New products are not now being promoted, 
Since the necessary support of the average 
retailer has ovéen discouraged vecause of 
the predatory.price cutting resulting from 
this legislation., luacking sufficient. mar- 
gin of profit ne has reduced expenses at 
alllevels. 

"It must be emphasized here tnat the 
manufacturer cannot perform tne 'on-tne- 
spot! promotion and selling requiring dir- 
ect contact with the consumer - so neces- 
sary to the success of new product develop- 
ment and protection of his investment. 

"Phe introduction of new and/or im- 


proved products is essential to continuity 
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and to tne maintenance of employment in the 
industry. That this is not now being done 

is evidenced by the complete lack of promo- 
tion and advertising on a national basis 

by the manufacturer, 

"Dealers rigntfully wish to give good 
dependable value to their customers, parti- 
cularly if they expect repeat ousiness, 
and therefore wish to sell products at 
Prices equal to the pricessat which their 
competitors sell the same products. Com- 
parison of prices on appliances is easy 
because catalogued numbered products are 
identical, A. the value of the purchase 
is relatively high, people shop and compare 
prices and watch tne newspapers when they 
are ouying. This does not apply to anything 
like the same extent in the food, drug or 
nardware business. The appliance industry 
is, therefore, more susceptible to the 
price cutting ‘loss leaders' advertising 
and selling activities and has been hit 


harder oy this practice than other 


‘Retailers advertising appliances 
as Loss-Leaders or at very low prices 
in metropolitan centres such as Toronto 
damage the business and reputation of re- 
tailers in cities and towns located hund- 


reds of miles away and, in fact, even in 
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other provinces pecause of the wide circula- 


tion of Toronto newspapers. 


This is indi- 


cated in the following taole wnicn contains 


figures obtained from tne Audit sureau of 


Circulation for the 12 month period ending 


September 30th, 


circulation. 


brantford 
London 
Hamilton 
Orillia 
Barrie 
Belbleviile 


Kingston 


Peterborough 


Usnawa 


Guelpn 


ontario (outside 


of Toronto) 


tiles of Toronto: 


Province of Ontario. 


1953 showing daily community 


Telegram 


1,069 
341 


4,303 


70398" 


I nave listed several towns here witnin 150 or more 
You will notice tne size of 
the circulation of botn tnose newspapers. I 


have also given the daily circulation for the 


"It is conservatively estimated that 


Toronto papers cover over 38% of the total 


Canadian market. 


Similar damage is done 
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by Loss-Leader advertising in other metro- 
politan areas such as Montreal and Vancouver. 

"The continued existence of the manu- 
facturers of electrical appliances in Canada 
is based upon tneir being able to provide 
their products for Canadian users at the 
lowest possible prices and they welcome 
nealthy price competition at tne manufac- 
turers' level and at the retail level. 

"It is submitted that the Electrical 
Appliance Industry is very competitive at 
the manufacturers! level and this competi- 
tion assures that the consumers will re- 
ecelve good value. In addition to the com- 
petition of Canadian manufacturers, most 
electrical appliances manufactured in Canada 
are subject also to the competition of 
Simllar appliances imported in quantity 
from -thne United States of America. This 
is amply proved oy the following Dominion 
Bureau of Statistics figures on Refrigera- 
tors and Range imports: 


Cooking Stoves, Hliectric Refrigerators, 


valued at more than electric, domestic 
$25.00 each (Item 5716) or store, complete- 


ly equipped or not, 
n.o.p. (Item 9078)- 
and rreezers 





NUMBER YEAR NUMBER 
25 Shy 1950 £14006 
5,316 1951 109,624 
6,332 1952 262,500 
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You will notice the large increase in those over 
the period of years. 

"The electric range manufacturing in- 
dustry was greatly assisted in the past by 
exporting a considerable part of its pro- 
duction, particularly to tne Commonwealth. 
Exports, nowever, due to import and currency 
restrictions throughout the Commonwealth 
have now shrunk to practically nil. There 
are 31 Canadian manufacturers engaged in 
the manufacture of electric ranges and 16 
manufacturers who make rangettes. Tne 
greatest number of electric ranges ever 
produced in Canada could have veen produced 
by the present productive facilities of 
the three largest Canadian companiés. 

This would also be true of refrigerators 
where tnree of our companies could now 
equal the largest number of refrigerators 
ever produced in Canada. Competition 
with imported refrigerators from the 
United States has now reached a very 

high level. In 1952, there were 202,506 
refrigerators imported while the numoer 
produced in Canada was only 236,606. In 
1953 corresponding figures were respec- 
tively - 220,051 and 262,153. Imported 
refrigerators tnus accounted for approxi- 


mately 45% of total sales. 
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As nas been stated owing to severe competi- 
tion, not only amongst Canadian manufacture 
oetween tnemselves, but also competition 
with U.S.A. manufacturers, in our opinion 
there is no chance of the manufacturers ' 
price to his distributor or dealer going 
too high but alternatively must be kept 

at the lowest possible level and lower 
than the landed cost of equivalent U.S. 
products. Added to tne competition amongst 
manufacturers, we now have rampant price 
competition oetween the retailers spurred 
on oy a few large dealers in metropolitan 
areas. we believe that this situation 
calls for some control and that the manu- 
facturer should not only be allowed to 
protect nis own business and product, out 
also the ousiness of his distributor and 
dealer in some measure by insisting tnat 
his product be sold at the retail level 

at a price which will allow the retailer a 
reasonable margin of profit, after perform- 
ing the services which are rightly expected 
of him, 

"Dealers in an effort to obtain lines 
on which a price can be maintained, and tne 
public's confidence in their values main- 
tained, are importing lines of appliances 
from the United States on an extensive 


basis, This is encouraging imports, 
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discouraging Canadian manufacturers and 
threatening tneir financial stability, 
creating unemployment in Canada and under- 
mining tne Canadian housenold appliance 
manufacturing industry. Investment and ex- 
pansion in these vital industries are thereby 
discouraged in a country where we need more 
industrial and manufacturing development. 

"Appliances are not sold tnrough ex- 
eckusive dealers and the dealers! policies 
aré not suoject to extensive control by the 
appliance manufacturers. Without the right 
to exercise some control over prices, tne 
manufacturer in effect has no control what- 
ever of dealers; and today has not even the 
basic right to sell or not to sell. his pro- 
Gucts to any dealer ne sees fit. This is 
the critical point. The manufacturer should 
have, Theeri ent. to sselecyr dealers who will 
sell and service his product, and without 
this selection he has no effective basis 
for carrying out his policies, as nas been 
amply demonstrated during the last two 
years. 

Jit 18 further pointed ous. that. the 
present legislation removes from a manu- 
facturer his common law right to decide the 
persons with whom ne does ousiness and com- 
pletely ties the manufacturer's hands if 


a francnise nolder is adopting Loss-Leader 
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tactics. If it is felt that a franchised 
dealer requires some proprietory right in 
the franchise fron a manufacturer, it must 
be conceded that the manufacturer nas a 
proprietory right in protecting its name 
and reputation and should have the privilege 
of refusing to do business with a dealer 
who is causing damage in the area oy Loss- 
Leader selling and/or price cutting. The 
legislation in effect is assisting in the 
creation of monopolies, since the business 
is falling into the hands of a few large 
dealers, something it was designed NOT to 
do. 

"It is further suomitted that one of 
the effects of Loss-Leader selling and other 
unfair price cutting practices penalize 
a manufacturer for having done a good job. 
As pointed out above, a product must be 
well known and have ocen sold in large 
volume in order to be useful as a Loss- 
Leader. A manufacturer achieves this posi- 
tion by ovuilding products with fine 
appearance and outstanding performance 
to sell at a proper price. After he is 
successful in accomplisning this, he then 
becomes a target for predatory price 
cutting and is now unabdle to protect his 
brand names and his manufacturer's repu- 


tation, prestige and position with his 
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other retailers in that area. After this 

nas happened the dealer is then free to re- 
fuse to handle that particular manufacturer's 
products, thus giving the dealer who en- 
gages in Loss-Leader selling freedom of 
choice in selecting tne manufacturer with 
whom ne will deal, but preventing the manu- 
facturer from protecting himself against 

this practice. 

"Ooviously this legislation at its 
inception was not aimed particularly atv 
nousehnold appliances cut was intended to 
prevent combines from operating contrary 
vo publie Interests: or to unduly restrict 
trade. Consumable products like certain 
foods, drugs, hardware, paper, ete., wnile 
manufactured or distributed by different 
firms are so alike in quality that they 
tend towards similar price levels. They 
carry no continuing responsioility after 
sale as appliances do for the full term of 
their life. EKacn household appliance manu- 
facturer strives to make his product dif- 
ferent and better than his competition and 
usually introduces new models annually in 
order to increase sales. Appliances are 
freely competitive in appearance, features, 
and price and all manufacturers endeavour 
to keep tneir suggested retail price as 


low as possible consistent with an 
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adequate retail margin to provide the ser- 
vices and promotion required. At no time 
have nousenold appliance manufacturers 
agreed on retall prices nor was it ever pos- 
Sible for the manufacturer to wnolly main- 
tain the sugzested retail price on his own 
product. There is no combine activity re- 
quiring regulation and the present legislation 
is merely making it impossible for many 
dealers, wno in the past have bouilt up the 
industry and rendered great service to the 
public in so doing, to remain in business. 
Manufacturers in effect have a vested inter- 
est in these dealers because of the years 

of promotion through them. This is being 
Lost. 

"Phe manufacturer is keenly interested 
in the welfare of the retailers and believes 
that a healthy retail organization across 
Canada is essential to the coritinued opera- 
tion of this industry. Loss-Leader selling 
and other forms of price cutting prejudi- 
cially affect the retailers py damaging 
their public relations. A retailer's 
position with his customers and potential 
customers is seriously prejudiced when a 
competitor sells exactly the same product 
as a Loss-Leader item at a price wnich 
the dealer is unavle to charge and con- 


tinue to carry on his ousiness. This may 
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be further illustrated from the following 
comment from a retailer on page 179 of the 
recent booklet on Loss-Leader selling pup- 
lished by the Restrictive Trade Practices 
Commission." 
That is the green oooklet prepared by Mr.MacDonald, 
I mignt say, if there is any doubt. 

"ILet me illustrate. I was contem- 
plating the placing of a large order for -- 
refrigerators. In tonight's paper I see 
where the price of (company name) refrig- 
erators has pveen slasned to tne point where 
it is no longer profitaple to sell them, by 
one dealer. Consequently there will be no 
order from me for refrigerators for a -con- 
siderable time, and no doubt other dealers' 
reactions will be the same. Now bear in 
mind that (company name) have spent years 
developing a quality refrigerator, have 
spent millions in advertising it and pro- 
moting it and yet here we have one dealer 
(with probaoly a total investment in avout 
two (company name) refrigerators) at his 
whim, completely wiping out tne market in 
an entire area for a company with invest- 
ments running into the millions. Ridicu- 
lous! - don't you agree'. 


"Fersons contemplating tne purcnase of 
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an electric appliance usually conduct a 
careful study and are influenced poy news- 
paper and magazine advertisements, television 
commercials and radio advertising. They 
visit dealers' stores and decide on the 
particular appliance they wish to ouy. 
there is, therefore, always the group of 
people in every community wno have decided 
to ouy a particular electrical appliance 
but have not yet decided on the time of 
the purcnase. One dealer wno engages in 
Loss-Leader selling is able to persuade a 
large majority of these people that the 
rignt time to purchase has now arrived! 

"The remaining dealers lose part of 
their sales volume and this increases their 
sales expenses when they lose sales from 
customers on whom tney have expended time 
and money as part of their sales promotion 
campaign. 

"It is suomitted tnat retailers are 
jeopardized since the profit of the majority 
of retailers is reduced to a figure that is 
below a necessary return on their invest- 
ment and that this has caused dealers 
to go into bankruptcy and withdraw from the 
appliance business. 

"Phe effect then of the present R.P.M. 
legislation has been to create a critical 


eredit situation in the trade, not only 
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are manufacturers! risks greatly increased 
and credit losses greatly increased, out 
the reluctance of the banks and finance 
companies to give credit to appliance deal- 
ers, is. adversely affecting: the industry. 
Loss of dealers and tne lessening of wide- 
spread dealer promotional activities direcé- 
ly affects manufacturers! sales and revenue. 
“Household appliances have contributed 
effectively to our present high standard 
ofekivingsrthe <neaith: ofdtpecpeople, and 
freedom from unnecessary drudgery in tne 
home. og [Inporderuforyappliances’ tor incorpor- 
ate so many convenient features and provide 
satisfactory performance through high 
quality, the manufacturers have: 
(a) Done constant research, engineering and 
development work to improve the de- 
Sign and features involving the expen- 
diture of millions of dollars for this 
purpose and also for the tooling re- 
quired to manufacture improved designs. 
(bo) Invested extensively in plants and 
equipment to manuracture appliances. 
(c) Invested millions of dollars in dis- 
tri vutbenufacklitéeas: thatdayr ideatvers, 
salesmen, sales training, advertising 
and warehousing. Tne most important 
link in this distribution chain is 


the dealer. 
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“Witnout many of tnese dealers educat- 
ing the public to the advantages of appliances 
no sales are made, and all the other distri- 
bution features and expenses are nullified 
and the investment in research, development, 
engineering, plants and equipment is wasted. 

"None of the Loss-Leader dealers in the 
metropolitan areas do any educational sales 
work whatsoever. They only cut prices 
thereby putting other dealers out of busi- 
ness or forcing them to discontinue educa- 
tional sales work. This will result in des- 
troying the industry if allowed.to continue. 
It has already partially done so and has 
already discouraged investment in, and the 
extension: of, credLt,| to. the, industry. 

'A high percentage of saturation is 
being reached in some appliance lines, 
such as, refrigerators and washers, and 
most sales involve a trade-in. The cut 
prices established by advertising do not 
allow a dealer any margin for handling 
trade-ins except at a loss. Consequently 
sales are restricted. or the, dealer loses 
money. 

"An examination of recent advertising 
will show that tnese advertisements merely 
accent 'price' - as opposed to the crea- 
tive and educational advertising done by 


manufacturers and legitimate dealers." 
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I nave here some samples of wnat is known as creative 
and educational advertising which are the means 

of selling such products to the public; as opposed 

to those in the newspapers from tnese predatory 
price-cutters, whicn merely accent price. I have 
many of those and I will leave them with the secre- 
tary. 

"At no time in the past was it possible 
for the manufacturer to wholly maintain re- 
sale prices. It was possible to sugzest 
resale prices, and most dealers sold within 
a reasonacle range of them, but there were 
always special deals and discounts being 
extended to the public. The manufacturers ' 
Suggested retail prices provided only the 
margin necessary for the dealers! operating 
expenses and reasonable profit return, and 
made it possible to build an almost new 
industry with employment for many people, 
and with many independent business men own- 
ing and operating their own businesses. 

The trend re “being reversed py “the prices 
at whicn the ordinary dealer must sell in 
order to compete with price-cutting firms. 

"You can be sure that no manufacturer 
wants, nor can he afford because of the 
extreme competition from other manufactur- 
ers to have, any greater spread between 


net selling price and the retail price, than 
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is essentiai to sell nis products and main- 
tain them in good repair. 

"As stated appliances are not supject 
to repetitive purchase like drugs or groceries 
which carry no continuing responsibility. 
Appliances require far more independent 
selling and promotion, explantion as to 
their use, and provision for servicing. To 
understand the nousehnold appliance business 
(particularly major appliances) it must be 
recognized that services and product are 
poth an integral, and should oe an insepar- 
able, part of a nousenold appliance sale. 
The purchase price provides for both. we 
do not know of any otner products with 
moving parts, operating mechanically or 
electrically, sold to households, and re- 
quiring proper installation and instruction 
on their use tnat carry warranties compar- 
able to the average of one year on most 
appliances, three years on electric range 
heating elements, and five years on refrig- 
erator systems. The latter must operate 
satisfactorily for an average of about 
eignt hours per day continuously for five 
years, and are expected to continue per- 
forming for ten or fifteen additional 
years. Manufacturers of motor cars ex- 
tend no such warranties nor are their 


products expected to provide comparable 
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uninterrupted expense-free performance to 
owners. These warranties were found essential 
to originally establish purchaser confidence 
in appliances s0 they could be sold. The 
present popularity and general acceptance 
of housenold appliances is, to a great ex- 
tent, due. to their satisfactory performance, 
and the services extended to keep them opera- 
ting. It will be oovious that as appliances 
become more automatic in operation that the 
need for such services will be increased. 
The trade must have sufficient gross margin 
in their prices to maintain such services. 
The manufacturers of appliances incur a 
tremendous contingent liability in extending 
such warranties, and should be allowed to 
safeguard their interests by determining 
their distribution channels and methods. 
"There is a further aspect of the exist- 
ing situation to which attention should be 
drawn. Many independent dealers are unable 
to finance their own term paper and usually 
finance through an estavlisned finance 
company paying relatively high discount 
rates. Sometimes it is necessary to meet 
competition by charging the customer a 
low finance rate, and then discount with 
the finance company at a higher rate, there- 
by incurring a loss. 


"Many firms cutting prices extensively 
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do their own financing, making a profit 
thereon in addition to the margin on volume 
turnover, They are really selling terms 
instead of goods and services, and the extra 
profit on terms enables them to undersell 
the average dealer, “A recent survey of 

the Montreal area showed that 40% of the 
dealers representing 60% of the volume turn- 
over financed their own paper. 

"We doubt if legislation can correct 
this Loss-Leader condition. Free enterprise 
is what the name implies, a system where 
fesihbss regulates itself because of the 
laws of supply and demand and the effects 
of free competition in regulating price. We 
doubt if this can ever be successfully done 
by legislation. Experience has indicated 
that legislation interferes with the free 
enterprise system, resulting in injustices 
requiring more and more legislation and 
controls, which is already indicated in the 
appliance industry as a result of this 
R.P.M. legislation. The proper move is to 
revise the legislation since it cannot pos- 
sibly regulate all the conditions and 
mooility inherent in the free competitive 
system. Such factors as supply, capital, 
general economic conditions, future de- 
velopments, credit, designs, introduction 


of new models, selling costs, human nature 
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and many other risks are not stable out are 
constantly fluid and require instant adjust- 
ments so that even time is a most important 
factor. To prevent proper and free function- 
ing of one part of the competitive system, 
without "controliing arll-or*ity te sure’ to 
ereate dislocation and hardships and, in 
fact, tends to destroy the system on which 
our economy and democracy is dased. 

"The people in this country have re- 
celved tremendous benefits through tne busi- 
ness enterprise of tne appliance industry 
and at no time tnat we know of was the in- 
dustry ever accused of practising monopo- 
iletic#practices or the restriction of 
trade; By its very nature the competitive 
operation of the appliance industry is the 
antitnesis of such, and yet this industry 
has pveen extensively damaged, more than any 
otner industry, by this legislation which 
prevents the proper and free functioning 
of the private enterprise system which tnis 
Government is publicly pledged to support. 
we maintain that this legislation as applied 
to household appliances is contrary to the 
interests of the people of Canada and the 
thousands of dealers and manufacturers 
engaged therein, and the Canadians who 
nave their capital invested in these 


firms. It is submitted that this industry 
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nas amply demonstrated in the past its 
ability to pring many venefits to the house- 
wives of Canada, to raise the standard of 
living in this country and will continue so 
Lo «do. 
"We, therefore, recommend that the 

Household Appliance Industry be allowed to 

operate competitively under the laws of 

supply and demand to the benefit of the 
people of Canada; and that the existing 
legislation be modified to restore to the 
manufacturer the right to do vusiness with 
whom he will.” 

Thank you. 

MR. HUME: I do not think there is anything 
anyoody wants to add to tnat submission but, as I 
indicated earlier, L.will attempt to indicate to 
the reporter who is answering questions. These 
gentlemen are responsible people in their business 
and their purpose in being here is to give respon- 
Sible answers. 

THE CHAIRMAN: Like yourselves, we want the 
best answers and the most accurate ones. 

MR. HUME: You did ask one question avout 
a particular model of Addison T.V. I think Mr. 
Lightoown mignt clear that up. I tnink tne ex- 
ample is on page 3. I think that is the only 
thing left.in the air. It is a question of 


whether or not that T.V. set is the actual set. 
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THE CHAIRMAN: Tne reason I was asking tnat 
was to make certain that the statement in the brief 
was that that was the actual set and you were re- 
ferring to the regular price of that set. It 
could be pursued further and explained. 

MR. LIGHTBOWN: The statement in the ad as 
to the former price? 

MR. HUME: Was that sold at 199.00, the 
actual set he paid $225.00 for? 

MR, LIGHTBOWN: Yes. 


THE CHAIRMAN: Yu have traced that set 


Mr. Wickwire, have you some questions? 

MR. WICKWIRE: I have a few, Mr. Chairman, 
yes. 

I think perhaps Mr. Simpson could propably 
answer the first one, it is a statistical one 
arising out of this first paragraph. Of the 147 
member companies in the organization, Mr. Simpson, 
how many are affected by loss-leadering practices, 
rougnly? 

MR. SIMPSON: I would say that everyone who 
is in the appliance bousiness, Mr. Wickwire, would 
be affected by it. 

MR. wICKWIRE: Could you give me the number? 

MR. SIMPSON: You must get the picture: 
Some of these companies only make appliances, 
others are companies who nave diversified product 
lines and a portion of their -- 


MR. WICKWIRE: I do not want you to give 
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me the exact number, Mr. Simpson, just approxi- 
mately? 

MR. SIMPSON: I weeia say approximately 
35. May I confirm that? Yes, approximately 35 
to 40, 

MR. WLICKWIRE: At the foot of page 1 the 
following appears: 

"It may be definitely stated that 

had this legislation been in effect 

twenty years ago the Canadian consumer 

would not now be enjoying the gracious 

living made possible by modern elec- 

trical appliances as a result of the 

ereative efforts and large capital 
expenditures by the manufacturers." 
My question is: Would there not have been imports, 
would not, for instance, the development of the 
appliance industry in the United States have 
spread over into Canada if the Canadian manufac- 
turens, had.notigone, inte: t? 

MR. SIMPSON: That is a question, Mr. Wick- 
wire, 1 could not answer specifically. I would 
say this: We are not concerned with the question 
of imports, other than they ruin our business 
here. We are concerned with the investment and 
employment in Canada and the well-being of tnese 
companies to provide that employment. 

MR. WICKWIRE: I can appreciate that. I 
am thinking on pehalf of the consumers: Do not 


you think they would have found ways and means 
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of getting them, even if Canadian manufacturers had 
not gone into that? 

MR. SIMPSON: It is presumed tney would. 

If we had continued to ove hewers of wood and draw- 
ers of water and did not manufacture anything in 
this, country. 

MR. wWICKwIR&: You made tne statement here 
that the Canadian people would not have had these 
things. I am suggesting pernaps they would have 
had them? 

MR. SIMPSON: Mr.wickwire, I would like to 
answer that 

MR. WICKWIRE: It might have been to the 
detriment of the country as a whole, as you say, 
but the consumers would still have nad tnem. 

MR. SIMPSON: Thatvwisipossibles,: But, 1 
would like to call your attention to one thing: 
Mr. Jennings went into great detail in his orief 
this morning to show you what was involved in 
expenditures and the creation of new employment, 
the necessity of having dealer organization 
throughout the country to sell tne product and 
put it across. That is exactly the expense in- 
volved and necessary to put a new product on the 
market. If tne manufacturers had not been able to 
casn in on that new product they would not have 
put the new product on the market. 

MR. WICKWIRE: . That is natural. the manu- 
facturer goes to the expense - and more power to 


him for doing it - to create something new; vut he 
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expects to get it back, otnerwise he would not 
make it in. the first. place. 

MR. SIMPSON: That position has been jeopar- 
Gized by a few predatory price-cutters in the 
country.) .& means, in the future, there will, be.a 
longer time oetween new products. 

MR. WICKWIRE: That. is why wesare, here.,. The 
Appliance Branch of tne Canadian General Hlectric 
went to great length to snow wnat effect it was 
having on their industry. we would like to See 
figures of other manufacturers. I1 do not neces- 
sarily mean they snould be given now but they 
could be forwarded to tne Commission in the same 
way as the Small Appliance Division of C.G.#. 
has done. 

MR. SIMPSON: You would like certain figures 
as to development of products and the expenses 
involved in developing those products over the 
years? 

MR. WICKWLRE: I sugsest the figures would 
snow the sales for the four-year period covered 
DY) Gickisitie'sert IOs .t O51, shOb2 a7 1953. and 
what is occurring in 1954. I think the Commis- 
Sion would like that. 

MR, SIMPSON: I think those could be pro- 
vided. 

Mk. HUME: May Mr. Ligntoown answer part 
of your question? 

MR. WICKwIRE: Certainly. 


MR. LIGHTBOwN: Mr. Chairman, I think we 
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should go back to tne early days of refrigeration, 
just to get an idea of what it took in advertising 
and man-power to yet refrigerators acceptea. In 
those days we used to go around - it was outside 
work, all of it - and see the man, not the woman. 
we would take a compressor with us. 

MR. wHITELEY: who are you referring to? 

MR. LIGHTBOwN: The sales force of the 
manufacturer, we nad to teach the dealer, then 
go out witn his salesman. At that time we were 
highly trained and were able to answer all the 
questions on the compressor. we had to do tnat 
to give the men confidence that the darn thing 
would not blow up - as some of them did. 

THE CHAIRMAN: You do not mean that was 
misplaced confidence? 

MR. LIGHTBOWN: That situation gave birth 
to the guarantee on refrigerators. wnen a man 
said he had seen the fire department drag one out 
of somebody's house and tnat he had seen tne 
results of sulphuric acid, we said, "what do 
you care, we guarantee it for five years." 

In regard to imports coming into Canada. 
Absolutely no, tney did not have tne sales force 
to do tnis. It cost a lot of money to put this 
thing over. In those days a salesman got as 
high as 15% for selling a refrigerator. 

MR. wHlTebLeYy: «snich salesman? 

MR, LIGHTBOWN: The dealer's salesman. 


MR. wHITELEY;: Distinguish between which 
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salesman, 

MR, LIGHTBOWN: They became good salesmen 
because of the training we gave them. 

The same thing is nappening again on auto- 
matic dryers and automatic washers. we are 
going out, our men are, first of all -- 

MR. WHITBELZY: You are speaking now of the 
manufacturer? 

MR. LIGHTBOwWN: Yes, the manufacturer 
goes to the dealer and talks and finally convinces 
him he ought to go into this business. After a 
lot of sales talk and advertising, and these 
additional helps, when he has actually sold nim 
he has to do the actual job over again with his 
salesmen. It takes weeks to get tnem going. 
Today there are scores and scores of dealers who 
would love to go into tne automatic washer and 
dryer business but they will not because they 
are afraid the day after some price-cutter will 
sell at a price at whicn they cannot afford to 
se)1 . 

MR. WiCKWIRE: But, Mr, Lightbown, would 
not you agree with the statement made by Mr. 
Jennings this morning, that the greatest form of. 
advertising the manufacturer can have is that 
a customer or purenaserof the manufacturer's 
article is so happy about it he telis.his or 
her friend? 

MR. LIGHTBOWN: That is another step fur- 


ther. we have not only to sell the salesmen 
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but the salesmen, after they make the sale, nave 
to sell the purchaser, 

MR. WICKwIRE: aAt that stage price becomes 
a consideration, does it not, witn tne prospective 
purchaser? 

MR. LIGHTBOwWN: I am sorry? 

MR. WICKWIRE: At that stage price becomes 
a consideration with the purchaser, the price of 
the article? 

MR. LIGHTBOWN: ‘The price of the article? 

MR. WICKWIRE: At that stage. I am Mrs. 
Brown, I have bought one of your refrigerators -- 

MR, LIGHTBOWN: The very fact you have 
bought it shows you were convinced by our talk, 
you were Boing to get value for your noney. 

MR. WICKWIRE: Tnat might be. I will con- 
cede that. But, I say to Mrs. Smith and Mrs. 
Jones, "Buy one of tnese machines, there is 
nothing like them, they are wonderful.’ "How 
much did you pay for it?" I tell them it was 
$200.00. "My," says Mrs. Smith, “I can't afford 
it but I would love to have one if they were 
$150.00." Do you object to Mrs. Smith buying 
that machine at $150.00? 

MR, LIGHTBOWN: No. I do not think tne 
question is a question at all. You say, "I 
would like to have one for $150.00." You just 
nave to wait until you get $200.00. 

MR. wiCKWIRE: In the meantime I cannot 


nave one‘ 


vent reer Wetie “asob cia 8 
dayrean |< iietea.ré Rap $e siadortirg 
"| “eyarog me I” sanamaeta aM 
asnoded softiq’ sysda bat oA :BATWAOTH PM 
to solaqg ong .tsesdotmg edt ditw no bveteblenoo 8 


“eefotres saa 


Sofotias ed9 Jo sciaq sat YMWOSTHOLT .AM “*"~ 


arm me I gate gad¢ 3A :SATWAOIW aM _— 
-- etoletegitiet TOY to sno ddguod s¥ved I .awoid 

“eved soy Joel yrev edit :MWOSTHOLL AM | 
pled tuo yd ‘besatvdato ovéw doy Bwotla Jt “Idadod 
.fenom woy Tot sofsv ra o¢ gotog stew oy 

-869 Iftw i, ,ed ddgla ssc “:SAIWADIW JIN 

ol a8 dgime .edm of yse I .se@ . tent sbso 
ét sxeid. .eontnosm seeds 36 ono yee" (conot 
woH"  “lIiftiadbnow sus ysis  aehy ont actidton 
esw dl meade Ifos I Wet 364 wag uoy OLD doum 
bro'tts, J'aeo.L" ,dsime .erMm eyes "ye" 00. 008% 
‘Stew yond 22 eto ved od svol bluow I tise ot 
gatyud dovima .eiM of Jostde vow og "00.0854 
. 200. O€l} Js saidosm gad? 

orld. aiettdt gon Ob I Jom’ snvoatdons: Ae 
i eas oY .Lle (36 aolvusup 8 ét nottesup 
Jeut waY -".00,081$ tot suo evEd oF “sit! biudw 
(00.0084 tog voy Etta Stew oo via 
sommeo F wane ent al ‘RATWAOLW AM a 


a. 
<a 


7 e 
i - 


= dot Yo: 3 ie a 





942 


MR. LIGHTBOWN: That is wnat time payments 
are for, you do not have to have that $150.00. 

MR. wiCKWIRE: Do you use the argument 
about the creative selling and tne ainount tnat 
has gone into create consumer demand for that 
article, once it nas seen created and estavlished 
do you say that the price has to be kept up all 
the time? 

MR, LIGHTBOWN: I did not say that. 

MR. wLCKWIRE: Do you say that? 

MR. LIGHTBOWN: I was simply explaining 
why. My first point was why these refrigerators 
did not come over the border and we had nothing. 
That ae your first question. I say we would not 
be here. 

MR. WICKWIRE: There is a very broad 
statement at the foot of page 1 to the effect 
that if tne manufacturers had not developed these 
things the Canadian people, customers, public 
would not. have nad then, 

MR. LIGHTBOWN: Well, sir, would you say 
this: If we shut up right now about these 
wonderful dryers we have got and did not do any 
advertising. do you think we would sell any? 

It has. to be done. 

THE CHAIRMAN: I do not think that is 
the suggestion contained in tne question. 

MR. wiCKwilRe: I did not suggest thav. 

MR. HUME: Mr. Kennedy mignt be avle to 


help you. 
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MR. KENNEDY: Mr. Counsel, as I understand 
your question basically was: If this statement 
is correct and had we not entered into this busi- 
ness some twenty years ago the Canadian public 
would still be buying similar products from the 
United States -- 

MR. WICKWIRS: Or from other sources. 

MR. KENNEDY: Or EHuropean sources? 

MR. wICKwWIRE: Yes. 

MR, KENNEDY: 2 would attempt to answer 
your Question With two illustrations, if I may. 
It is a well-known fact that the frozen food 
business, as an industry, has developed tremen- 
dously over the last twenty-five or thirty years. 
Dr. Clarence Birdseye developed the principle 
some thirty-one years ago. It was in effect in 
the United States of America for ten long years 
on a commercial basis before it ever entered the 
Dominion of Canada. In the depression years of 
1933 the rrozen tooa industry as we Know it today 
was sponsored in tnat wonderful Province of 
Alberta as a result of Canadian initiative and 
Canadian capital assuring those people in the 
wonderful Province of Alberta that they could 
live more economically as 4&4 result of frozen 
food. Every pit of that demand was created by 
Canadian industry because American industry 
did not feel tne potential in Alberta was large 
enough to warrant them spending any of their 


potential profit dollars. 
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MR. WHITELEY: How do you relate that to 
retail price maintenance? 

MR. KENNEDY: I was answering counsel's 
question as to whether it would come from the 
United states. 

Mignt I turn to the television industry 
for my second example. I am on rather dangerous 
ground and I would solicit your indulgence if I 
get over my head. I am not well-versed in the 
television pousiness but I think we are all well 
aware of the fact that television, as an industry, 
flourished for many years in the United otates. 

I suggest if the Canadian industry had not gotten 
behind television in Canada wnen it did and used 
every ounce of pressure to see that television 
broadcasting was made available in Canada we 
Still might be as far behind the United States 

of America in television broadcasting today as we 
were five years ago. 

MR. wlCKwilkk: Thank you. 

Now, page 3, the examples referred to by 
Mr. Simpson. First of all, perhaps it is my own 
mind I would like to clear, this was on the 
Addison T.V. set, tne "advertised and sold” 
price was $199.95, you said? 

MR. SIMPSON: I got one lower than that. 
It nas been down to $199.00 by the same dealer. 

MR. wIiCKwWIRE: 4199.00. 

THE CHAIRMAN: That is the bottom price? 


MR. WICKWIRE: I tnink you said you were 
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certain that that particular dealer did not have 
@ special deal on that? 

MR. SIMPSON: I have a letter from the 
manufacturer stating the price at wnich he sold 
that set. 

MR. WICKWIKE: would you be good enougn, 
perhaps at the conclusion, torgive that letter 
to the secretary so he could pass it on to the 
Commission? 

MR. SIMPSON: Oh, yes, surely, with the 
permission of the manufacturer. 

THE CHAIRMAN; I. there is any question 
that that is something he would think is confiden- 
tial, the information, instead of giving the letter, 
whicn would contain tne name and other particulars, 
perhaps you could tell us what the letter says 
about the price at which it was sold. We could 
nave the essential information as far as we are 
concerned, 

MR, HUME: Mr. Chairman, toe dealer's name 
appears in the letter. Mr, Lightbown, who I had 
previously called on to establish this, saw the 
actual T.V. set. He will repeat that statement. 
The letter shows the set. cost the dealer $225.00, 
which he advertised at $199.00. 

THE CHAIRMAN: That is the language used? 

MR, LIGHTBOWN: I should perhaps clear 
one thing up. That $225.00 may have been less 
2% for ten days. I do not know whether he took 


advantage of that. 
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MR. HUME: The actual words of the letter 
are: "The set advertised at $199.00 cost this 
dealer $225.00." Now, as Mr. Lightbown says, 
the dealer may have got 2% for ten days. 

MR. FAVREAU: Is the numoer of units 
limited on the advertisement? 

MR. HUME: No, there is nothing indicating 
how many they have for sale. 

MR. SIMPSON: "Small Down Payment, 24 months 
tovpaye" 

MR. WICKWIRE: That is a set currently 
16 pregudtionyes, take 1s? 

MR. LIGHTBOWN: Yes. 

MR. WICKWIRE: Normally speaking on that 
set the suggested list price is $369.00? 

MR, LIGHTBOWN: Yes. 

THE CHAIRMAN: Which, if my mathematics 
are correct, is 63% over tne manufacturer's price 
to the dealer? 

MR, LIGHTBOWN;: Mark-up, you mean? 

MR. WICKWIRE: 63%. 

MR. LIGHTBOWN: well, in our ousiness we 
discount from a suggested list. 

MR. wWICKWIRE: In the example given the 
suggested list is $369.00, which is 603%. The 
example vefore that, the Easy washer, tne 
manufacturer's price to the dealer is $71.75. 

I do not know wnose product it is. It was ad- 
vertised and sold at $89.00, which is a mark-up 


of 24%. The suggested list price is $135.00, 
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which is 90% over the price to the dealer. 

Is there any question about my mathematics 
betngeincorrect? 

MR; HUME:. Ni,wiuthink»you-are-right, 

THE CHAIRMAN: Just on this point: Do 
you regard a mark-up of as high a percentage as 
that as normal in tne electrical appliance busi- 
ness? 

MR. DARROCH: we do not regard that as 
a normal mark-up, we regard that as a very unusual 
mark-up. The average mark-up, I would say. is 
33 1/3% discount, or 50% mark-up from tne sug- 
gested wetallaprice:, Oneeome, radio, and. T.V.- 2 
understand it is oelow tnat figure substantially. 

THE CHAIRMAN: If the mark-up is as nigh 
as that would it not encourage the price-cutter? 

MR. DARROCH: I think it would but in my 
opinion those are abnormal mark-ups. ‘The normal 
mark-up is 33 1/3% on suggested selling price, 
which is 50% mark-up. 

MR. WICKWIRE: In the next paragraph, Mr. 
Hume, the national average cost of operating a 
household appliance and radio store is given 
as 18.59%. Are tnere not a great many factors, 

a great many extremes, from the lowest to the 
highest cost that go to make up the average? 

MR. HUME: Ovviously there are. The 
average is merely the average of tne high and 
the low. I think it should be said, nowever, 


that the average is a fairly good indication of 
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just wnat it is supposed to be. 

MR. WICKWIRE: ‘There must be some who are 
operating at a cost greatly avove the average. 

MR. HUME: I would imagine that would be 
so, and some below. 

MR, WICKWIRE: Can anyone suggest to me 
what the highest might be? 

MA. DARROCH: May I reply to that? 

Firsti,of. alin. would. dike~to: point.out 
this refers to unincorporated companies and pro- 
vides no return for the proprietor, either for 
salary-or return,.on, his investment... 1lf,;the 
proprietor takes out a salary or is operating an 
incorporated company the figures, we believe, 
snow that their operating costs vary from 25 to 
30% of their selling price. The price situation 
is the reversal of what has existed for years. 
The dealers were putting on pressure for wider 
margins; the manufacturers resisted that pressure, 
saying they had to give good value to the public, 
they had to keep their suggested list prices 
down vecause of competition from other manufac- 
turers. The department stores said their opera- 
ting costs were over 30% and many refused to 
handle an article unless they had a minimum 
of 33 1/3% because they said they lost money 
unless they nad that gross margin. 

MR. WICKwIRE: In your opinion would sone 
of these dealers' costs be too high? 


MR. DARROCH: I believe they should operate 
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for petween 25 and 30%, depending on their loca- 

tion and other overhead expenses. I believe that 
would be a reasonable and efficient operation to 

perform the services they should perform. 

MR. WICKWIRE: Some of them could operate 
on less than that? 

MR. DARROCH: I doubt if they could operate 
at less than 25%, if they performed the services. 
If they do Rat enearern the services tney could 
operate for considerably less. 

MR. WICKWIRE: You suggest tne average 
cost of buying or selling is not much of a cri- 
terion when you are discussing loss-leaders because 
of the spread? 

MR» DARROCGH: 1, beldeve di-ls a criterion. 
We are talking about an industry. We are not 
particularly interested in one dealer or half a 
dozen dealers, we are interested in hundreds of 
dealers across this country who have done the 
creative advertising and have created the demand 
which has prought these conveniences to the 
public. The dealer who cuts his prices in order 
to wipe out the investment of these dealers and 
put them out of business and destroy the distri- 
bution system wnich has been built up through 
years of effort is engaging in an unfair practice 
in my estimation. 

MR. WICKWIRE: Is it the loss-leader? 

MR. DARROCH: It depends on the interpre- 


tation of a loss-leader. It is a very difficult 
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thing to define. 

MR. WICKWIRE: Thank you. 

Now, some of the services performed by a 
dealer are set out in the brief. There is a list 
of nine things I think. Now, I take it that this 
list of nine items applies on the original intro- 
duction of an appliance to the pupolic? 

MR. HUME: No, I do not think that is the 
intention. 

MR. WICKWIRE: Because it strikes me, and 
I may not know what i am talking about and you 
gentlemen can probably straighten me out, tnat 
item 5, the déalern == 

“Provides: facilities ‘to’ uncrate, test, 
clean and set up products and to deliver 
them to tne customer's home, install 

them, and instruct the customer in 

their basic operation." 

Now, how mucn instruction does the housewife need 
in the case of, for instance, an electric toaster 
or an electric: Kettle ior ia: radiomor an i roner? 

MR. DARROCH: You have picked on the odd 
small appliance which does not require demon- 
stration in the nome, unless perhaps an auto- 
matic Featherweignt iron might require some in- 
Struction. Automatic appliances generally, 
articles like fully automatic refrigerators, 
automatic washing machines, even electric ranges, 
the woman using it, to get the full value from 


that product, should be instructed on its proper 
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use to enjoy the benefits from it and to operate 
it most economically. 

MR, WHITELEY: I thougnt I saw an adver- 
tisement for an automatic refrigerator which im- 
plied you did not nave to think with it. 

MR. DARROCH: There are many aspects of 
operating a refrigerator where you can obtain far 
greater value from it 1f you know how to operate 
a i ae 

MR. WHITELEY: This advertisement seemed 
to suggest you just had to put it there. 

MR. WICKWIRE: Item 6: 

"Has a home economist or other 

staff personnel to call at the pur- 

chaser's home and educate the house- 

wife in the proper use of the product 

to get the most value, enjoyment and 

the best results from owning it." 

There must be lots of dealers who do not maintain 
home economists on their staff. 

MR. KENNEDY: There are many who do not. 

MR. WICKWIRE: There are many that do not; 
most do not. 

MR, KENNEDY Many do. 

MR. HUME: "Home economist or other staff 
personnel", they might have them to demonstrate 
a Bendix. 

MR. WICKWIRE: Item 8; 

"Does advertising to educate the 


public as to the penefits, features 
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and prices of the products and savings 

resulting from their use.” 

Does not tne manufacturer, to a great degree, do 
that advertising: 

MR. SIMPSON: I think that was amply illus- 
trated by Mr. Jennings this morning. What we have 
tried to explain to these people is that to ovotain 
and maintain sales on a product it is necessary 
to have a dealer organization all across the 
country. They, in the past -.and later, on, tI.use 
the words "in the past" - were willing to contri- 
bute a great deal from their own personal pocket 
to advertise the product in their own locality, 
which was backed up by the manufacturer in national 
advertising. 

MR. WICKWLRE: In other words, a comoina- 
tion of. :both? 

Mit. SIMPSON: That. .ds compect . 

MR. WICKWIRE: Now, IL have a question which 
I have asked a good many times and I really have 
a group now from whom I expect to get an answer. 
In your opinion, gentlemen, are there not too 
many dealers in the electrical appliance business? 

MR. DARROCH: I will express my opinion on 
it. we have quite a large dealer organization 
and, in a opinion, there are not too many 
dealers. To properly display these products 
to the public, to represent the various brand 
name manufacturers and to do a proper selling 


job, it is done better by a reasonavle number 
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of dealers; and in my opinion there are not too 
many dealers. 

MR. HUME: Do you want some additional 
answers from other companies? 

MR. wICKWLRE: Just wnile Mr. Darroch is 
there. Your product is Moffats, Mr. Darroch? 

MR. DARROCH: Moffat Ranges, Crosley RKe- 
frigerators and other Crosley products. Bendix 
washers and Dryers. 

MR. wWICKwIRE: Has there been an increase 
in the numver of dealers in your organization 
selling your products since the war? 

MR. DARROCH: Since the war, definitely, 
yes. We purposely went out, after the war, to 
build up a considerable dealer organization across 
this country, that was our prime objective in mer- 
chandising subsequent to the war; and we did it. 

MR. WICKwWIRE: Your company is not interest- 
ed in small appliances? 

MR. DARROCH: Yes. 

MR. WICKWIRE: I really wanted an answer 
from somebody who is in the small appliance in- 
dustry. 

MR. JENNINGS: what is tne question? 

MR. WICKWIRE: Are there too many dealers 
in the small appliance industry? 

MR. JENNINGS: As far as we are concerned 
now we think there are too few. 

MR. WICKWIRE: In your case, Mr. Jennings, 


you want them in jewellery stores and drug stores 
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as far as kettles and irons are concerned. 

MR. JENNINGS: It might nelp the thinking 
here a little bit to separate the irons from the 
toasters from the automatic washers, and so on. 
We think in the small appliance field we are 
aole to get additional volume through what we 
call intensive distrivution or mass exposure, 
having these on display in a large number of 
stores. The small appliance business does not, 
in itself, constitute a large proportion of any 
retaller's business, it is a thing he handles. 
The hardware handles it but sells a small percen- 
tage of its total volume. Mr. Lewis said yesterday 
his small appliance business was small in relation 
to his entire volume. 

MR. WICKWIRE: I am talking now of dealers 
who deal in appliances, be they large or small? 

MR. JENNINGS: Be they large or small. I 
am not in the major appliance business. There 
is one thing, I did read tnrough the green book - 
I might get into trouble again - and I believe 
there is in there, as I recall it, indication 
of government statistics which indicate that the 
number of appliance dealers increased about twice 
in the period under review; but I think the 
volume, as I recall it, was considerably higner 
than it had been. I would not want to comment 
any more about major appliances because I have 
never poeen 5 RPL major appliance business. 


MR. WICKWIRE: Perhaps you can answer this, 
























“at nin as pasion eel pons 
- - gag Ow DISLY SolieEtqqe ffsme odd af Nnins uw 
aw sadw dguonds smfov' Lenotsthes fey oF ofds 
\ormeogxs eden 46 HOlyvattvath oviemesat Lies 
to asdmun ogtel & at ysiqeth no seeds gatvert ae 
Jou e90b aavalend sonatiqqs Ifeme edt ,eetoss La 
ys Yo moltsoqo1tq sguel & otugizanco ‘ifeedtt at a 
eolbasd ef gotdy set 92 eeomtend e’teftades 
-re0%sq Ifeme & efioe ad gt suibisd-stswbisd SAT 
7 usbtetesy bise aiwed 1. smutov [stot ext Io egsd 
notvelot ai Ilene esw nessieud poratiqgs f{sme ets 
| wanuiney gitiae aln of 
aybilaeb te wot gatdtsd ms I saATwi0Lw JAM 
¢ifeme To sauel youd od vesanenT ge at feu onw 
i _{faae: so ogiel yeds Sa : BOULAKEL Hit | 
erect pReMAKee cal TOLsm. ods, at son ms 
+ son aseng otis Aguonay ones bite 2 vgnied | ene ak 
ovetiod t pers’ ~ oisgs elduord dtat tea Ses dat ae 
 Gokssotbat .IL Ifsoat I ef (eisai. at et steds 


atid 2803 ‘gteodbal dotdw soltatsate domaseveg to 


golus peer beesoroml ersiseb me ‘to aduine 
ede sina 2 tind wolves iaéq edd at 
asnyid ¢Losreblanos nei .dL ‘Ifspst 1 ae diy fev 


arenase oF Snew Jou bieew I -y saisee psd gh neds 
oven I saysoud hanna wee susie oe bse 


955 


Mr. Jennings: Has there oeen a big increase - 
perhaps you have answered it: You say there nas 
been a substantial increase in the number of 
appliance dealers? 

MR. JENNINGS: In the number of appliance 
dealers, yes, there has been an increase. 

MR. wICKWIRE: In your opinion there never 
can be too many? 

MR. JENNINGS: I did not say that. I 
said there were too few now,handling our appliances 
now. 

THE CHAIRMAN: You explained that this 
morning, too, 1. think? 

MR. JENNINGS: Yes, sir. 

MR, WICKWIRE: Any other gentlemen? 

MR, HUME: Anyoody else in small appliances? 

MR. KENNEDY: I would like to suggest some- 
thing. In so doing I may take one or two minutes 
of your time. This has relation to the major 
appliance field. we dao not gain too much from the 
past but 1 think you are. well aware of economic 
conditions since the end of World War II in 
Canada. We were constantly short of steel, copper, 
foreign currency, dollars, to buy certain compon- 
ents that were not produced in Canada. 

MR. WICKWIR&: Therefore, there was a 
scarcity’ 

MR. KENNEDY: Yes. Obviously many people 
in the major appliance business did not increase 


their dealer organization to the point they would 
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have liked. They distriouted products whicn were 
available to the existing dealer organization. 
Once the period of shortage had been overcome, due 
to reasons vest known to our Federal advisers 
in Ottawa, restrictions were put into effect. 
restrictions in relation to consumer credit. 
Obviously, then, some manufacturers did not in- 
crease their dealer organization because of the 
potential available. Some dealers in the major 
appliance business were just adout ready to increase 
their coverage of major appliances at the time 
this legislation we are discussing today became 
effective, with the end result that, as Mr. 
Jennings explained so well this morning, some 
people in the major appliance ousiness drastically 
need greater coverage. They nave no one to appeal 
to, as indicated in the number of poanks, finance 
companies, etc., learning and knowing of the 
state of the major appliance business as it is 
today, to some degree depending on loss-leader 
selling, refusing to advance the money to allow 
those people to get into the appliance business. 
MR, wiCKwIRE: well, I am aware that 
the Association of Retail Appliance Dealers 
here in Toronto, and also nation-wide, have 
passed some resolutions dealing with this sub- 
ject. You have seen those, Mr. Kennedy, I take 
LG? 
MR. K@NNEDY: I assume I have, sir. I am 


not familiar with tne document at the moment. 
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MR. WLCKwLRE: Resolution 1, passed by 142 
dealers at a meeting in 5t. Margaret's Hall on 
April 28th: 

"It is the opinion of the dealers 
present, where list prices are too 

hign, tnat tne manufacturers immed- 

lately adjust their suggested list 

30 as to pring back to the buying 

public some semblance of value so 

that the cut-price dealers cannot 

show such a difference between the 

manufacturers! suggested list and their 

selling price." 

MR, KENNEDY: Ll am aware of that. 

MR. wICKwIRE: Would you, as a@ manufacturer, 
agree with that or disagree? I take it you dis- 
agree? 

MR. KENNEDY: I would agree, sir, if I 
may, sir, with the statement of Mr. Darroch 
that an appliance dealer in the major appliance 
business, in my humole opinion, cannot be success- 
ful for any reasonable period of time unless he 
is attempting to merchandise on a sound oasis. 

To keep this in chronological order with the 
way you have discussed mark-ups before I will 
deal with mark-ups rather tnan aiscounts. I 

do not believe a dealer can render the services 
required or expected of nim, do tne educational 
work, do the creative job of selling, take 


care of tne people who nave old products which 
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should be replaced with new ones, snort of his 
invoice cost plus 40% on his cost or, roughly, 
30% on nis retail price. 

MR. WICKWIRE: Then, Mr. Kennedy, why does 
not the manufacturer do something to help tne 
dealer in his present plight? 

MR. KENNEDY: in what respect? 

MR, wICKWIRE: You place great emphasis 
on the services wnich you say must and should be 
maintained by a dealer to protect tne dealer, 
to protect the manufacturer and to protect the 
brand name. Now, if a dealer is not maintaining 
the services required by the manufacturer why 
does not he do something about it? 

MR, KENNEDY: I would think that the 
majority of manufacturers wno find a dealer who 
is not performing reasonable services from a 
mechanical service point of view does everything 
about it that the law will currently allow him to 
do. 

MR. wICKwIRE: So, when you say maintain- 
ing services, he is maintaining a selling force, 
advertising in a certain way, the way the 
manufacturer lays down. Surely the manufacturer 
can stipulate how that is to be done. 

MRS KENNEDY: » That “is right; sir. 

MR, WICKWIRE: Now, if dealers are not 
doing that sort of toning why do not the manufac- 
turers do something about it? 


MR, KENNEDY: I tnink the majority of 
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manufacturers would like to know now they can do 
something about it, sir. 

MR. WICKWIRE: The only stipulation, as I 
understand it, that is presently placed on the 
manufacturer is that he can do anything ne likes 
with regard to his product as long as he does 
not. stipulate the price. Is that not your 
understanding, as long as he does not set the 
price: 

MR. KENNEDY: There appears to be a certain 
amount of disagreement on tne interpretation of 
the intent of the Act. We know - when I say "we 
know", I think I know - that the discount house, 
as it is commonly Known, does not, and cannot, 
do many of tne things which are normally expected 
of .the dealer. we have no reason and no licence, 
might 1 say, to cancel that dealer's franchise. 
It is hard to prove that he is not demonstrating 
the products to the public the way he should, 
it is hard to prove ne is not offering the public 
many ofthe courtesy services, etc., that are 
expected of the retail dealer. I think that has 
been proven in the United States and this country 
as well. 

MR. WICKwWIRE: well, it has been suggested 
to us - certainly to me - that there has been 
certain types of advertising taking place in the 
City of Toronto which is misleading, harmful, 
and what have you. Say, for instance, the 


nailed down article we have talked apout which 
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is advertised extensively. Now, if a manufacturer 
finds that has been done, surely it must be a 
simple matter to prove that. why does he not 
cutnthatudealer off? 

MR, FAVREAU: I think the majority of manu- 
facturers would welcome that sort of proof, I 
honestly believe it. 

MR, wICKwIRE: So, the manufacturer has 
a remedy in his own hands under the existing legis- 
lation to stop that sort of thing. 

MR. KENNEDY: He nas that, as you say, 
sir, subject to being accused in a court of law 
that the basic reason for cancelling the franchise 
was that that dealer did not sell at the suggested 
prices Lisethatonot true? That 1s myvlawyer’s 
interpretation of it. 

MR. WICKWIRE: I suppose the difference be- 
tween your thinking and my tninking is if a manu- 
facturer cuts a dealer off because of a practice 
such as we have been discussing you will say 
the dealer will go into the court of law and say 
that was not the reason he was cut off, he was 
cut off because he cut the price; 

MR. KENNEDY: I think that is the normal 
assumption. 

MR. WICKWIRE: Is that what your thoughts 
are on the matter? 

MR, KENNEDY: I believe that is right. 

MR. wICKwIRE; surely it should not be 


very difficult for a manufacturer to estavlish 
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that if a dealer was not carrying out his mer- 
chandising policy with respect to servicing, 

with respect to advertising; it strikes me it 
should not be so terribly difficult to prove that. 

MR, HUME: It is expensive. 

MR. K@NNEDY: It is very encouraging to 
hear your viewson it. 

MR. WICKWIRE: You, as a manufacturer, do 
not take that view? 

MR. DARROCH: May I interject a word? 

MR. WICKWIRE: Yes. 

MR. DARROCH: we think it would be most 
Gifficult to prove that you terminated a dealer's 
franchise for other than price consideration. 
Price is an important thing in all these matters. 
Most dealers advertising at reduced prices are 
careful not to misrepresent the product. They 
also give pretty good service in the large metro- 
politan areas. But, their prices are preventing 
the small dealers in small communities giving the 
services they should be offering to the people 
of those communities vecause of the prices ad- 
vertised in the Toronto papers. 

THE CHAIRMAN: Mr. Darroch, may I ask a 
question: Do you think it would be easier for 
a dealer who was cut off to prove he was cut 
off because he cut prices tnan it would be for 
the manufacturer to prove tnat he cut him off 
for other valid reasons? That is what the issue 


would be if it came to court. 
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MR, DARROCH: I am not sure how you would 
prove you cut nim off for otner valid reasoiis 
unless you could prove he was not performing these 
functions. 

THE CHAIRMAN: How does he prove you cut 
him off because he was cutting prices? 

MR. DARROCH: Because ne is cutting 
prices. 

THE CHAIRMAN: Surely, there are some in- 
stances in wnich it is easily proven. The evidence, 
from what we have been told, would be pretty 
strong. Mr. Wickwire has referred to the case 
of the nailed down article. we have nad some 
evidence given to us yesterday of an advertise- 
ment of that type in which tne person who gave 
the evidence said he went to the store within an 
nour or two of the time the advertisement appear- 
ed - there were two types of articles offered 
in this advertisement. He saw two items of each 
type and all four of them had a sold tag witn 
the name and address of the purchaser. He said 
he investigated and found there were no sucn 
persons at any of those addresses. He also said 
tnat ne went back two weeks later and the 
machines were still on the floor with the same 
sold tags on them. 

MR. DARROCH: I am not sure that would be 
sufficient proof for the manufacturer to cut 
that dealer off. The dealer has the right to 


sell that product at whatever price he likes. 
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Then, the other problem is the cost of investigating 
activities of that kind. 

Ma. HUME: We are getting into tne field 
of law witn which Mr. Darroch, perhaps, is not 
Pamiitat. 2 ena tos. Touma bo be sO, and J. under- 
stand it does happen, very often there is a dis- 
tributor petween the manufacturer and the retailer. 
How can a manufacturer cut off a retailer when he 
has no privity of contract with him. 

Tne other comment, and wnat is implicit in 
your previous suggestion, I think it must oe said 
that most manufacturers would not want to invite 
the possibility of a prosecution, with the cost 
of litigation, unless there was something very 
Serious, that they could) put thelr, finger, on... the 
thing nas not been tested, and that may be the 
reason wny manufacturers are not relying on some 
of these other things, they do not want to be the 
one who is prosecuted and pay the Sos 1 The u, 

THE CHAIRMAN: Tnat is what I was coming 
to. 50 far as I know there has never been a test 
case in court, and it is perhaps not quite logi- 
cal to assume that the manufacturer nas no 
remedy and no power to cut off a dealer when he 
Bas Nometrscd 1b in onder to find out. the law 
only precludes one ground of cutting off. 

MR, HUME: That is the only ground we 
are complaining avout today. These other things 
you have heard about otner days, we have not 


brougnt them in. There is nothing in our orief 
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to suggest that. 

THE CHAIRMAN: I was also interested in 
your remark that in many instances there is a dis- 
triputor between the manufacturer and retailer. 
That also applies to the difficulty involving 
resale price maintenance. 

MR, HUME: Except, pvefore 1951 one could 
make a contract witn one's distributors as to 
persons to whom he should or should not sell. We 
cannot do tnat now. 

THE CHAIRMAN: Does the manufacturer know 
from what distrioutor the retailer got the goods? 

MR. HUME: In very few cases he did not 
know, as I think was pointed out here and in 
other places. Before 1951 resale price maintenance 
could never work as a system because of all these 
things you have mentioned. There are a great 
many things went into it. 

THE CHALRMAN: I think it applies on the 
other side of the fence as well, it illustrates 
one of the difficulties of trying to make resale 
price maintenance effective wnere the manufacturer 
does not sell direct to the dealer, he deals only 
through distributors. Unless he can identify 
the goods as having gone through a certain 
distributor he would have the greatest difficulty 
in proving from whom he got the goods and 
therepy G2-4n 4 Position co cuc him off. 

MR. HUME: The big ones have serial numbers. 


THE CHALRMAN: where you have serial 
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numbers and keep a record of the serial numbers 
sold to the distributor you have an opportunity; 
but no manufacturer would cut off a dealer unless 
ne knew the matter could be proved. 

MR. SIMPSON: The serial numbers apply to 
large items. 

THE CHAIRMAN; what about traffic items? 

MR. DARROCH: No. 

MR. LIGHTBOWN: It is not so simple to 
cut off a dealer. The dealer is a human being. 
We cut a dealer off. We wrote a letter to him 
telling him we were going to cut him off and defied 
him to sue us. He had two or three of our refrig- 
erators) on hand and he put an ad in the paper. 
we felt it cost us thousands and thousands of 
dollars worth of business right in this city. He 
gets: vindictive and he still has one or two of 
your products on hand. 

THE CHAIRMAN: One of the remedies that I 
understand your organization wants, and certain 
of the others have asked for, is the right of 
the manufacturer to refuse to sell to the person 
who cuts nis price. Do not you wish that remedy 
to be available for other good and valid 
reasons? 

MR. HUME: They have that now. 

THE CHAIRMAN: You say it is a very diffi- 
cult thing to apply. 

MR. HUME: 1 take the purport of Mr. 


Kennedy's answer was that if a manufacturer had 
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grounds indicating that sometning was wrong, apart 
from price, forgetting price, eitner tnat the 
dealer was doing something he snould not, that 

the manufacturers do, in fact, step in and protect 
themselves, and they have that right and I think 
he meant that it is being exercized. 

MR. DARROCH: I would like to say in the 
past we have terminated franchises for reasons 
other than price. We have done so since the re- 
sale price war, and they stuck. But, tne big 
consideration is price maintenance. 

THE CHALRMAN: It would strike me that 
some statements in the orief are more sweeping 
than they should be. 

MR. WICKWLRE: To go cack to Mr. Lignt- 
bown's answer, that the dealer is a human being. 
I take it you had valid reasons to cut him off, 
other than price reduction? 

MR. LIGHTBOWN: Yes. 

MR, WICKWIRE: You did not want to cut 
him off because of the volume of business he 
was doing. 

MR. HUME: No, he said he did cut him off. 

MR. LIGHTBOWN: we did cut him off for 
several reasons. One was price-cutting. we 
did not say that. 

MR. HUME: There is your first case, 

Mr. Chairman. 
MR, WICKWIRE: Mr. Lightbown, we had one 


chap before us who was talking quite fast and 
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the reporter could not get nis evidence down. He 
aig, "That is aid right, D taik faster than I 
Chinks*® 

MR. FAVREAU: Thnat is a privileged communi- 
cation. 

MR. LIGHTBOWN: We had a valid reason be- 
cause he would not pay his bills. 

THE CHAIRMAN: which need not be related 
LO price curving. 

MR. LIGHTBOWN: His price-cutting was in- 
cidental. 

MR. WICKWIRE: Now, at the foot of page 4 
you quote Dun and Bradstreet's figures of failures 
- and I take it that is in the small appliance 
business? 

MR. SIMPSON: No, it is appliance and radio 
store failures? 

MR, WICKWIRE: Appliance and radio stores 
for tne years 1950 to 1953. 

Is there any suggestion there, Mr. Simpson, 
that this is because of the policy of resale price 
maintenance? 

MR. SIMPSON: we tnink there is, yes. As 
shown by the increase. You will notice that 
while there were eighteen in 1952, immediately 
subsequent to the legislation, it has risen in 
1953 to forty-three. You can also look at the 
amount of money involved. 

MR. WICKWIRE: There were twenty-two in 
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MR. SIMPSON: Yes. There is no material 
change in 1951 and 1952, this ils just catching up 
with us. That is the reason we are here. 

MR. WICKWIRE: I would like to quote to 
you wnat Dun and Bradstreet's say are the causes 
of financial failures: 

"tThis is only the aftermath of war,' 
said one economist. 

"'tThe impetus of wartime scarcities 
persuaded many new people to enter business 
for themselves. They did not do too badly, 
until the return of the competitive 
buyers! market. Then they simply folded. 
if you examine cases you will find that a 
great many failures in the manufacturing 
as. well as the retail field have occurred 
in companies that nave not been in exis- 
tence for more than ten years. 

"'Competition is becoming greater 
in almost all industries, other than 
those few that are particularly busy on 
defence orders.' 

"th large number of failures in 
small business were due primarily to 
the fact that inexperienced persons 
were meeting competition for the first 
time,' said a well-known management 
consultant. 

"tUntil the last two or three 


years, cost has meant so little. People 
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were abdle to sell whatever they had with 
no haggling over costs. Now with keener 
competition, and buyer resistance, the 
picture has changed.'" 
The Financial Post on September 6th, 1952, says: 
"Incompetence or lack of experience 
in one way or another continues to be 

the major causes of failure." 

would any of you gentlemen like to commen 
on that: 

MR. SIMPSON: I would think in part that 
is quite true. we know there are a lot of in- 
experienced people going into business and that 
they do not make much of a success of it; they 
did not have the experience or the capital to 
back them up. That does not say that is the case 
in radio and appliance stores. 

MRG? WOECKWLAE:) Dt might> be) part ofthe 
cause. 

MR. SIMPSON: That is what we say, it is 
a cause. 

MR. DARROCH: May I comment, Mr. Wickwire? 

MR. WICKWIRE;: Yes. 

MR. DARROCH: Appliances have been in 
abundant supply during and since 1950. Those 
comments you read I believe are what are gen- 
erally given by credit companies and banks 
for failure in business, and generally they 
are very true; but I think there has been 


an increase in failures in tnis industry due 
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to this R.P.M. legislation situation. 

MR. WICKWIRE: That is your belief? 

MR. DARROCH: Yes, as well as the other 
factors you mentioned. Thney apply generally pout 
it has been accelerated in tnis industry. 


MR. WICKWIRE: On page 6 in the brief you 


"The introduction of new and/or im- 
proved products is essential to continuity 
and to tne maintenance of employment in 
the Industry. That this is not now being 
done is evidenced by the complete lack of 
promotion and advertising on a national 
basiau!! 

I suppose advertising in the Glooe and Mail would 
not be considered advertising on a national basis. 
someone has given us statistics on the percentage 
coverage of the Canadian market by the Toronto 
newspapers as oeing 40%. 

MR. SIMPSON: 306%. 

MR. wICKWIRE: 308%. Several pages were 
taxen up tnis morning advertising air condition- 
ing equipment. That would not ve national adver- 
tising? 

MR. SIMPSON: No, unless it was directed 
tnrough many local newspapers througnout tne 
country. National advertising would be consider- 
ed to be advertisements in magazines of national 
distrivution which reached the consuming public 


as purcnasers. 
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MR. WICKWIRE: There would not oe a comple 
lack of promotion and advertising because you 
say tnere is a complete lack of promotion and 
advertising on a national pasis? 

MR, SIMPSON: Ir you want to strain the 
word "complete". Let us say it is very. very 
much less than if we were -- 

MR. WICKWIRE: Complete is not my word. 

MR. oLMPOON: NO, 1t iS my word, You°are 
taxing a particular instance today -- 

MR, KENNEDY: I tnink, as partial explana- 
tion of the advertisement you make reference to, 
and I for one being in the refrigeration industry 
was very, very pleased to see it and feel that th 
reirigeration industry in Canada had suiricient 
foresight to advertise a relatively new industry 
in Canada. The package type air conditioning 
business in Canada is a relatively new industry. 
It is an industry in the United States which has 
reached a Very nigh Saturation point.” The irdus- 
try at the manufacturing level of recent years 
have taken one further final gamole, wnich is not 
generally speaking availavole to that section of 
the trace that are partictlating in price-cutting. 
I think if you study tne ad sufficiently that 
will probably be proven. You see the dealers! 
names in the ad. I tnink you will fina one or 
two who are referred to commonly as discount 
houses; but tne majority of window type air 


conditioners sold as a result of tnese ads will 
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be sold througn the channel of the refrigeration 
business which is known as the commercial refrigera- 
tion ousiness ratner than the appliance business. 
L might emphasize that by telling you many of 
the dealers in our dealer organization are reluc- 
tant to ouy floor samples of window type air con- 
ditioners because they are feeling exactly the 
same way as they do about ranges, etc., that it 
will only oe tomorrow when some price-cutting 
organization will offer them at prices that will 
not allow them sufficient profit to cover his over- 
head. That dealer, particularly in the area out- 
Side Toronto, when he sells window type air con- 
ditioners to you for your office or your den must 
have sufficient gross dollars to make sure that 
that particular piece of apparatus works to your 
satisfaction. It is one piece of apparatus which 
takes a great deal of effort on behalf of the 
actual final seller. The installation of it, the 
satisfactory operation of it, tne amount of time 
and effort that ne or nis salesman must spend 
with you or your wife to maxe sure you get satis- 
factory results with that particular apparatus, 
which up to this point nas not oeen considered 
as an appliance, it has been considered as a 
piece of commercial refrigeration apparatus. That 
may help to answer the question. 

MR. wiCKwilRe: Thank you. 

Now, On page 7: 


"Tne continued existence of the manu- 
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facturers of electrical appliances in 

Canada is based upon their being able to 

provide their products for Canadian users 

at the lowest possible prices and they 
welcome healthy price competition at 

the manufacturers! level and at the 

retail level." 

Now, with retail price maintenance, how does that 
make for price competition at the retailer's 
Level? 

MR. SIMPSON: £ would say, Mr. Wickwire, 
there is more involved than we have stated in 
this brief. Lt was not at all times possible to 
maintain prices because various dealers would sell 
at the suggested price but part of the deal was 
a vurn-in and here allowances were different. 
THere “are Many Chines that enter into 20. 

MR. WICKWLRE: I suppose there is quite 
a traffic in trade-ins? 

MR. SIMPSON: Yes, that is correct. There 
are many things which affect the actual price of 
the dealer, other than the suggested price in the 
newspaper. 

MR. WICKWIRE: To adequately maintain 
prices under retail price maintenance it is a 
very expensive proposition, is it not, for the 
manufacturer? 

MR. SIMPSON: I think we have stated later 
on that while there are exceptions to this most 


dealers reasonaply adhered to prices which gave 
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them a normal return. 

MR. DARROCH: Mr. Chairman and Mr. wickwire, 
we have never found it expensive to know what our 
dealers are doing if they reduced their prices. 

We hear about it the next day, if we do not see 
it in the newspapers. “We hear it on the telephone. 

This paragraph you have just mentioned. 

If we bring out a refrigerator with a suggested 
list price of $359.00, we like to keep that price 
as low as possible because some competitor might 
have one at $349.00 of comparable value. If we 
can possibly do it we will reduce our price to 
$349.00 to be on a competitive basis with him. 

MR, WICKWIRE: So, you are suggesting com- 
petition, then, is manufacturer with manufacturer? 

MR, DARROCH: Yes. 

MR. WICKWLRE: On page 8 it is stated, I 
think it is about the fourth sentence: 

"The greatest number of electric ranges 

ever produced in Canada could have been 

produced by the present productive 
facilities of the three largest Canadian 
companies." 
Now, gentlemen, there may be quite a bit of 
discussion among you in regard to my next ques- 
tion: Has there been over-production in these 
things? 

MR. DARROCH: Yes. I think on electric 

ranges there has not been much over-production, 


pernaps some, but nothing extensive or to be 
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too greatly concerned about. Some manufacturers 
have oeen badly loaded with them - and that can 
happen very quickly, in just a month or two. In 
refrigerators there has been great over-production. 
There was a great carry-over from last year: to 

this year, and the same the previous year. On 
some products there has been substantial over- 
production. 

MR. WICKWIRE: -Llwiinstances, MrieDarroch, 
where over-production occurs, how does the manufac- 
turer get rid of these big industries? 

MR. DARROCH: Mr Wiekware, there are 
several ways it is done. He sometimes maintains 
his prices and goes out to sell tnem through more 
intensive selling effort and through advertising 
and through his salesmen actually going out and 
trying to'eetvorders for theme it Nelefadleato 
do that and he has no alternative he usually re- 
duces his net price. He is forced to because of 
the competitive situation. That always existed, 
even before the war and this legislation. 

MR. WICKwiRe: And always did? 

MR. DARROCH: Yes. 

THE CHAIRMAN: You would not want that 
changed? 

MR. DARROCH: No. We expect that if you 
make a wrong judgment you suffer from it and 
have to liquidate that inventory before you are 
finisned; but in the past that was done without 


disturbing the trade to any great extent. It 





~_ oe 


= —— aie 













* 


; Be wilt rps 
hint aii - en de eved 
beailtics ns wpe a 


Ds os ni 
ne o ae oie 
- 7 


‘nO 4edy evoiveta oid omad odd Bnd Geog eldy 
-“evo laiivetedva ised sae ot6nld sd aubona etos 
Ngo Fa ouborg 
‘pooudse: Wt Lesoneten? ‘at Wt ee 
-stursn edd asob wort ety O90 ‘Ro ktouborg~19¥e S18 sw 
| Meaheaauuh ytd saedd 30 bis #63 zens 

dis sterd er twioith id HOOHRAQ AM 
sepRdait Pith aemigamoe oH venob at af eysw fsisves 
stom nyuoandd*mend {£88 of syo dedy bak Bootag ath 
gotettasvbs ajwoudt bas judtte, waitlse evieassal 
bits TUG anioy ¢Lisudoe homestda. ald igsrorut bas 


jos Bitst eh 1T  . meds xO ats bT seg oF gatyss 


-o't!  heunay en avn nacenses ‘of “ee art bas. ‘said ob 


to sayeosd of Bbéovo't at SH. .soivg ton atd seoud 
-bsteine Bawls tanT .adiseugle svigiszsqmoo ond 
motisterge! uted bas sav eae oad asve 

fhib ayewls BAA -BATWHOIW AM 

,esY :H00RHAd’ HM. 


gens CMB Sod pivow ex ) MAMA LAD SHIT To 
4 ee a ypishid 


voy tk tant dougxe si ont SHOOAAAC Ha 

bas ti moat wine voy Gnaebagemegers 
san wot BYOted Yndsaevnt teay sHepapEt 
suodttw waob ably aa fea ote Oo si rt 





vi lial edt meat, 


could be done by selling them to dealers at a 
Special net price and the dealers would make a 
special deal witn their customers, but they did 
not advertise it’ or spread it across the country 
in full-page ads so that tne people who purchased 
that item previously at a higher price felt the 
dealer had gypped them. The dealer used it to 
allow more for a trade-in and give good value to 
the people, or sell it at a lower price. But, 
Lo aa not “disturb the ifidustry. as “it does *today. 

MR. WICKWIRE: In those instances where it 
has happened, and you say probaoly always will 
happen, the restoration of retail price mainten- 
ance is not going to help the ‘situation? 

Mire DARROCI? Nos Liewell “eontinue arid 
there will always be liquidation of over-production. 

MR. KENNEDY: Mr. Wickwire, there are some 
Statistics in the brief which refer to approxi- 
mately 220,000American-built refrigerators being 
imported into Canada in 1953. I would like to 
Suggest that the carry-over of 1953 refrigerators 
into 1954 in Canada was quite highly composed of 
these imports. I would further suggest that if 
a normal number of imports from the United States 
had come into Canada tnat Canadian production 
would certainly not nave been head of tne line 
in 19537" ‘I-think*you will understand it is 
common practice for a Canadian manufacturer to 


try and forecast the potential available for 
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refrigerators in the forthcoming year and, then, 
arbitrarily or otherwise make up his mind that he 
expects to get X percentage of that volume, Having 
done that he proceeds to ouild them, Unfortunately, 
and in a similar manner, the textile trade, I 

think everyone is aware of the literal dumping 

of tens of thousands of refrigerators in Canada 

in 1953 and 1954, otherwise the legislation would 
not have peen changed to prohibit the dumping of 
refrigerators. The over-production of refrigera- 
tors in 1952 was not Canadian production. 

MR. WHITELBEY: what would be the situation 
if you had not had the volume of Canadian refrigera- 
tors moved through the cut-rate houses? 

MR. DARROCH: Would you repeat the question? 

MR. WHLTELEY: What do you think the situa- 
tion would have oeen had the Canadian-made re- 
frigerators not been featured so largely by the 
Stores which advertised so much? 

MR. DARROCH: we think the carry-over 
would have been greater or less? 

MR. WHLITELEY: Whether the carry-over would 
have consisted to such a large extent of American 
imports? 

MR. DARROCH: I believe if normal mer- 
chandising had applied the carry-over would have 
been somewhat less. Do IL answer your question? 

MR. WHITELEY: The implication of your 
answer is that there was a suostantial over- 


supply of refrigerators in total, consisting of 
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Canadian manufacture and American imports? 

MR. DARROCH: Maybe I could answer your 
question this way, and again 1 am not trying to 
be evasive: Reasonaoly sound figures would sug- 
gest that there were almost twice as many refrigera- 
tors of 1953 manufacture carried into 1954 as 
there were 1952 refrigerators carried into 1953; 
but, a higher percentage of those carried into 
1954 were imported refrigerators. The Canadian 
importer, when he heard of the legislation to 
be enacted, bought as rapidly as he could and 
brought into Canada as many Pee eerators as he 
could before that legislation became effective. 

THE CHAIRMAN: would that mean the dumping 
of American refrigerators in Canada did not enable 
them to be sold? 

Mit, DARNOCH:  g¢68,. The market will never 
absorp them so fast. 

MR. WHITELEY: The legislation you referred 
CO refers to Imports ? 

MR. DARROCH: Yes, nothing to do with re- 
tail price maintenance. 

THE CHAIRMAN; The price at which they came 
in would have encouraged their sale in Canada? 

MR. DARROCH: It did to some degree. 

the 

THE CHAIRMAN: But in spite of that,carry- 
over is in the imported models, rather than local- 
ly produced? 

MR. DARROCH: A great many more than the 


year previously. 
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THE CHAIRMAN: Mr. Whiteley's question was 
if Canadian models had not been advertised at 
these cut-prices to such an extent would the carry- 
over, ini your opinion, have been altered to some 
extent so there would have been a larger propor- 
tion of Canadian machines not sold, and perhaps 
not so many of the American models unsold? Did 
the cutting of the price of the Canadian machines 
or appliances lead to a greater sale than would 
have taken place if the prices had been maintained? 

MR. DARROCH: I would be pleased to express 
what I believe are the facts. 1953 merchandise, 
of anv imported variety; was offered, in, ample 
quantity in many part of Canada at prices which 
did not- represent any net profit to the first 
Luporter om a. direet) basis .»)d.mean,,. proof could 
be developed where refrigerators were sold to 
dealers at X number of Canadian dollars and that 
number of Canadian dollars did not represent the 
landed cost in Canada of that American-ouilt 
refrigerator: 

THE CHAIRMAN: Even though they had been 
dumped? 

MR. DARROCH: ‘That is what started a good 
portion of the price-cutting during the year 1953. 

THE CHAIRMAN: An overload of American 
supplies led to price-cutting in Canadian 
goods? 

MR. DARROCH: Yes. 


MR. WHITELEY: Did a substantial reduction 
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in the price of Canadian refrigerators result in 
a volume being moved that otherwise would not 
have oeen moved? 

MR. DARROCH: Gears again, 1. trust qou will 
grant me your indulgence. Canadian employment, 
Canadian bank deposits, all of these things added 
up certainly suggest 1953 was practically as 
good an economic year as the preceding year. There 
were some 92,000 homes completed, I am told, in 
1953, which was probably an all-time high. My 
answer to your question is: From the statistics 
that the volume, including, the.imports, in 1953 
was. not as great as 1952. The price-cutting;: in 
my, opinion, duripg vthenlast quarter.oir the year 
detracted the essential stimulant of thousands of 
dealers trying to sell and turned their efforts 
to some other lines of business which were not 
affected, by the price-cutting apparent in our seg- 
ment of the industry. 

MR. WHITELEY: If the prices had been kept 
up there would have been a greater sale of American 
and Canadian refrigerators? 

MR. DARROCH;: Yes. More people would have 
continued their efforts in selling the type of 
appliances we have to sell, rather than being 
rather ashamed that they were in this type of 
pusiness and putting their talents into some 
other sort of business. 

MR. WHITHELEY: Have you any information 


as to the districts in which the imported refrig- 
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erators moved in most volume? 

MR. DARROCH: Yes, we have, sir. It is 
general. 

MR. WHITELEY: Throughout the country? 

MR. DARROCH: Hm hmm. We would be very 
pleased, if you want that information to show the 
relationship by provinces. We would be very 
pleased to develop that information for you. It 
is available through D.B.S. 

MR. WHITELEY: This information as to deep 
price-cutting appears to be found in only parti- 
cular districts. One would expect the figures 
would show, or reflect in some measure the dif- 
ference in different parts of’ the country. 

MR. DARROCH: We agree that the price- 
eutting is predominantly in the major markets. 
£0728 She only place 20 could survive. It.1de the 
only area where it can survive on such a small 
margin. 

MR. HUME: Do I understand, Mr. Whiteley, 
what you would like are figures showing the 
number of sales of U.S. imports in relation to 
Canadian-made refrigerators? 

MR. WHITELEY: If you have those, l1 think 
if you show the provinces into which the imports 
came. 

MR, HUME: If they are available we will 
try and get them, 

MR. wLCKWIRE: My next question may be re- 


Gundant. I think we have discussed it already, 
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but just to clear it up. There is a statement on 
page 9: 

"Appliances are not sold through ex- 
clusive dealers and:‘the dealers' policies 
are not subject to extensive control by 
the appliance manufacturers. Without 
the right to exercise some control over 


prices. at 
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I take it you mean resale price maintenance, which 


if GoNmplete control. You ask for that later on 


so I take it "some control" means complete control. 


The manufacturer has no control of dealers. Mr. 
Lighntvdown of Audison's has given us one illustra- 
tion of where he had some control over dealers 
and we have discussed it previously. 

MR. SIMPSON: These are not exclusive 
dealers; one dealer may handle any number of dif- 
ferent products. 

MR. WICKWIRE: 1 suppose it is open to a 
manufacturer to open exclusive dealerships? 

MR. SIMPSON: That is in the hands of the 
dealer. He does not necessarily agree to be an 
exclusive dealer. 

MR, WICKWIRE: The manufacturer, could he 
not licence them? 

MR. SIMPSON: He could licence people but 
the man might take a licence from another manu- 
facturer. 

THE CHAIRMAN: They have not the same 


type of contract as automopile dealers? 
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ME. SIMPSON ssi .¥es. 

MR. DARROCH: We would like to have that 
kind of contract but it is not practicable and 
the dealers will not agree to such a contract. 

MR. WLICKWLRE: Dealers on the one hand, will 
blame you for certain things; but when you try 
and get them in agreement on other matters, they 
back out. 

MR SDARROCHs .E) do not«b lame the, .dealter 
not wanting to operate an exclusive appliance 
agency today. He needs a variety of appliances 
to obtain sufficient volume to pay his overhead, 
Furthermore - a dewio thimk«cou could .nterest 
anybody to invest money in an appliance dealer -- 

MR. WICKWIRE: On page 10, the second 
paragraph.<itelsistateds 

"Ooviously this legislation at its 
inception was not aimed particularly at 
household appliances but was intended 

to prevent combines from operating 

contrary to public interests or to 

unduly restrict trade." 

As I understand it the legislation was enacted, 

preventing manufacturers enforcing retail price 

maintenance, to encourage competition at the re- 
tatieievets 

MR. HUME: Most of us were down before that 
Parliamentary Committee twice and it was stated 
to my memory that one of the purposes was to 


prevent combines on the vertical level. That is 
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all that is meant there. Combines on the horizon- 
tal level nave been prohibited for some time. It 
is only the vertical level that is implied in 

that statement. 

MR. WLICKWIRE: That is all that is implied. 

On ore le this statement appears: 

"Persons contemplating the purchase 

of an electric appliance usually conduct 

a careful study and are influenced by news- 

paper and magazine advertisements, tele- 

vision commercials and radio advertising. 

They visit dealers' stores and decide on 

the particular appliance they wish to 

buy 
Now, how do you reconcile that, gentlemen, with 
all the things which are necessary. to be done by 
apdealersyr asset out in items: 1. to 9 on pages 
3 and 4? 

MR. SIMPSON: I can answer that very 
easily from my own personal experience. 

My wife and I are situated like many other 
people, we cannot have these things all at once. 
we have waited until we could afford them and 
bought them one by one. The only place you can 
see the various models of the various manufac- 
turers is to go to a dealer who properly displays 
them, which costs him money to do. On three 
occasions we went, not only to several dealers! 
stores who carried the different models of 


different manufacturers but, on top of that, went 
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over to the Canadian National Exhibition before 
we decided which one we wanted. 

While you are on that question of service, 
when we came home, because we live ten miles 
north of the City and it is not easy to obtain 
service, I called a particular dealer to come up 
and demonstrate these three things. At my wife's 
request I had to ‘phone on these three different 
items and ask for a demonstration. I can speak 
freely but that happens to be from personal ex- 
perience. 

VA SeWLCKWLRB ss Sis Lt inet So that prospective 
@ustomers will shop for price? 

MR. SIMPSON: Under normal circumstances 
and during this legislation they would go into 
their neighbourhood dealer's store and he would 
spend time on them demonstrating the article to 
them. Then, when he had made a sale he would in- 
stall it in their house. They knew they would 
get the same deal from somebody else but he was 
the community dealer. Now, anyone within 150 
miles will come into Honest Ed's or whoever is 
selling Lt at a ’cut price. 

MR. WICKWIRE: which indicates price means 
something to the consumer. 

MR. SIMPSON: Price always means something. 
What would happen to the manufacturer if all the 
Sales were concentrated in the major cities in 
five or six large stores? How does he distri- 


pute his products? How is the public educated 
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in the use of the product or the salesman in the 
sale of the product? That does not make sense, 
that sort of argument. 

MR, WICKWIRE: You are suggesting buyers 
are greatly influenced by newspaper and magazine 
advertisements, television and radio advertisements? 

MR. SIMPSONS Atethe ational level, and 
then they have to go to their dealer to find what 
PPrls art -apout. 

MR. WICKWIRE: What you are suggesting is 
that tne manufacturer - and I think this is what 
it gets down to, fundamentally, Mr. Simpson - 
should have the right to fix the price, as distinct 
fromthe retailer, or body of'retailers who are 
selling these products. That is what it boils 
down to? 

MR. SIMPSON: I do not like the word "fix"; 
we do not fix prices. What we want is the right 
to do business with wom we will. 

MR. WICKWLRE: Is not that what it amounts 
to? 

MR. SIMPSON: I think the manufacturer 
should have that right. 

I am a professional engineer. If I were 
on a consulting basis I would have the right to 
charge for-my services. If T°was aniarchitect I 
could. You, as a lawyer, can charge for your 
services. 

The manufacturer has to determine, before 


he puts an appliance on the market, two things. 
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He has to survey that market and know wnat volume 
he can count on and what price. He has to know that 
to determine what money to spend on development. 

MR. WICKWIRE: And what to produce? 

MR. SIMPSON: Yes. 

MR. WICKWLRE: What about the retailer? 

We have talked about the lawyer, the engineer, the 
manufacturer. Should the retailer have any say in 
the price? 

MR. SIMPSON: You have a principle there, 
that the mangiracturer and tite “retailer, int common, 
are responsible for the development and sale of 
these products. That has to be a nation-wide ser- 
vice. “Ltr cannot be concentrated in one ‘or two 
places. Obviously the dealer who sells a few 
refrigerators a year, a few ranges a year out in 
Mudville, wherever located, has to have a wider 
margin than the fellow along the Danforth here 
who sells in volume and takes all the customers 
who have been educated by this other fellow 150 
miles from Toronto. “He ¢ar arrord to take less 
margin, for one thing, and if he did not take any 
margin at all, no down payment. twenty-four months 
to pay, he can borrow the money for 5% at the 
bank - he has enough security to do that - and 
he compounds the interest monthly and makes a 
total of 21% on his money. 

MR. WICKWIRE: You say the poor fellow in 
Mudville. Has not the customer got hurt, to pay 


the same price as you say the poor fellow in 
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Mudville is going to sell to the residents in 
Mudville? 

MR. SIMPSON: Yes. Reasonably so, depending 
on what the dealer does on trade-ins and so on. 

MR. WICKWLRE: Now, on page 16 of tne brief 
it. is stated: 

"Free enterprise is what the name implies, 

a system where business regulates itself 

because of the laws of supply and demand 

and the effects of free competition in 

repubating iwrice,.+« We deubt 1£ this+«can 

ever be successfully done by legislation." 
Inam golng.to.read a.portion of-anjanticle.entithed 
Cost Factors in Price-Making by Howard Clark 
Greer, Vice-President of the: Chicago, Indianopolis 
and Louisville Railway, formerly President of 
the American Accounting Association, and I would 
like your .commente.on “Lts..He says: 

"In a free economy no seller is 

lentitled'.to<a.price which will.cover 

his costs. He is entitled only to the 

price the market affords. He must 

learn to Live,on-that,price,.or;quiLt. 

He cannot burden the buyer with excess 

costs; he must absorb them himself. 

"In a free economy tne buyer is 

king. He buys what he wants, pays 

what he chooses. He must offer enough 

to bring out the production he desires, 


but makes his own price controls, and 
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it is surprising only that he should 

imagine anyone else could do it better.” 
Would anyone like to comment on that? 

MR. SIMPSON: That is unadulterated nonsense. 
You, as a pusinessman, snould Know that. That 
epinion Le ne better than’ that of any one of 
one hundred and fifty million Americans. 

THE CHAIRMAN: That is one man's opinion, 
anyway. 

MR. WLCKWERE: I will give you, now, the 
GaneGLam part of 17. This article is entitled 
"Let Supply Demand work Consumer Presidant says". 
This is the President of the Canadian Association 
of Consumers. The article appeared in Drug 
Merchandising, dated April 15th, 1953. I think 
it should apply to the appliance industry, too: 

"How and where women will shop 
dictates what business will flourish, 
where labor will be employed and what 

and where capital will be invested." 

"Competition that produces varia- 

tions in prices of goods between one 

article and another in different stores, 

is the consumer's indication of the 

immense protection she is receiving 

through the workings of a free economy." 

"Mrs. Walton concluded with the belief that it was 
"time that all sectors of the economy - labor, agri- 


"culture, industry and the retailer - stopped 
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"eiving lip service to free enterprise and being 
"the backbone of the Canadian economy, and gave 

"a little more active service to make certain that 
"twe do not, through each seeking legislative 
"orivileges or protection for its own group at 
"the expense of other groups, voluntarily surren- 
"der our freedom of choise as individuals.'" 


MR. HUME: Before Mr. Simpson says anything, 
to 
who said that? Justamake sure it is nobody in 
this room. 

MR. SIMPSON: IL know it is nobody in this 
room. 

MR. cWICKWIRE: hat is°Mrs. W. R. Walton, 
Jr., National President of the Canadian Associa- 
tion of Consumers. 

MR. SIMPSON: I have known Mrs. walton for 
many, many years, and she is a very excellent 
type of individual; but she, like many other 
women, has never been in business, she does not 
know the problems involved in the necessity of 
maintaining employment for many people. one is 
head of a women's organization and she would, 
naturally - like any other woman - like to buy 
everything as cheaply as she can - and I do not 
bleme her for-that; but I° think she is totally 
misguided in her thoughts. I wisn to repeat, 
she is an excellent person. She was at the hear- 
ings in relation to this legislation and had 


quite an effect on its passage. That is why we 
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are here today. 

MR. LIGHTBOWN: 

"Nature, impartial to her ends, 
"When she made man the straongest; 
"And justice, then to make amends 
"Made woman's tongue the longest." 

MR. WICKwLRE: Thank you. 

MR. WHITELEY: Mr. Kennedy, your statement 
in regard to the air conditioning industry, you 
were advancing that, were you, as the exception to 
prove the rule that is suggested at the foot of 
page Ll “arid the “top or "page 2 or “the "Drier? 

MRe HUME? "= think you brought? the “subject 
up by referring to an advertisement in the Globe 
and Mail dealing with air conditioning and Mr. 
Kennedy was seeking to explain it. It may do 
what you say. It was not submitted. 

MR, WHITELEY: My question was whether the 
example you gave was the exception to prove this 
general “principie "atverne” top’or™page 27 

MR. KENNEDY: I would say it is the excep- 
TLOn 

MR, WHITELEY: The statement-at the top 
of page 2 says: 

"The situation which has been created by 

this legislation precludes obtaining the 

dealer Support necessary for the sales 
promotion to gain public acceptance of 

new products; ta 


MR. KENNEDY: JI would say this is the 
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exception, the ad mentioned by counsel today. 

MR. WHITELEY:..Not the ad, the effort of 
the industry? 

MR. KENNEDY: The effort of the industry. 
i might further my statement, if you want me to: 
The normal channel for that type of business 
would have oveen to use the co-operative effort of 
hundreds of independent businessmen in Canada to 
promote the sale of window type air conditioners, 
which we have been unable to do due to the attitude 
of many retailers. [tl became essential for the 
manufacturer, or the American importer-distribu- 
tor, to spend their money on the type of ad which 
Mr. wickwire mentioned as appearing in today's 
Toronvo morning paper. 

MBy WHITELEY: Has any of the delegation 
examples which will support the association, not 
bysexception buy by positive relationship? 

MR. WARD: 1 think the basic principle we 
have been trying to get across here,..if I might 
attempt to interpret it, is that the manufacturer 
needs, and the industry needs - that might be 
better - a broad enough base of working co- 
operatively in the country to develop a new pro- 
duct at the rate necessary to keep the industry 
going along. At the present time the refrigera- 
tor business is down about 20% and the range 
business about 15 to 17%. The washing machine 
business is the same. New products are not occur- 


ring at the rate essential to offset that decline. 
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In the United States there seems to be a more 
rapid growth temporarily. washing machines have 
been around 30,000 units’a year; that should be 
increasing at this stage, and it undoubtedly 
would if the retailers in large enough numbers 
felt there was a large enough gross return for 
them to go out and risk their time and money to 
support that. Supply and demand will maintain 
Dricesea is sae had a reasonable amount of protec- 
tion in there so the retailer knew he was ina 
sound business» and he could offer services I 
think we would get the support the industry needs 
to keep it going. -I think that is pertinent to 
the point you are after, 

THE CHAIRMAN: Can you explain what you 
mean by "a reasonable amount of protection"? You 
ecannotlmaintainepracessbyaresalcepries maintenance, 
What do you mean by "a reasonable amount of pro- 
tection"? 

MR. WARD: well, the big problem today is 
that Ghe Pprlieginegisess out of control that the 
price-cutting becomes extreme and the retailer, 
in order to try to maintain himself in business, 
will cut out everything he possibly can cut out. 
I am the first to agree with Mr. Wickwire that 
that is a good thing in general, provided it 
does not go beyond a certain amount. If a dealer 
cuts oack on the amount of creative work he is 
doing, the amount of investment he is doing, it 


will hurt the industry. If that is multiplied by 
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2400 retailers that will hurt the industry. As 
to the level,we tried to suggest the operating 
expense level from the Dominion Bureau of statis- 
tics, Mr. Jennings.in bis brief this morning 
put forth some alternatives. 

THE CHAIRMAN: Tnose are the things you had 
in mind, by a reasonaple amount of protection? 

NE ss ee 

MR. HUME: I think the suggestion, through- 
out this whole brief, is that, given the rights 
which were in existence prior to the repeal or 
amendment of tnis Act, if someone was harming the 
industry - as we have heard today - they could be 
policed and the merchandise cut off and they 
Would .be brought, into line... That, is the type of 
protection this.industry is suggesting. The same 
protection, the same rights as they had prior to 
January lst, 1952. If someone was harming the 
surrounding dealers and interfering with the sales 
effort they could not get the merchandise and they 
would not be a bad boy. 

THE CHAIRMAN: The manufacturer would be 
in a position to decide whether a dealer or dis- 
tributor was acting in a way that was detrimental 
to the industry? 

MR. HUME: . Yes. 

THE CHAIRMAN; And if he so decided he could 
then cut off that dealer or distributor, if he 
thought that was necessary? 


MR. HUME: Yes. 
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THE CHAIRMAN: And the matter would be en- 
tirely in the hands of the manufacturer? 

MR. HUME: Yes. 

MR. WHITELEY: Mr. Kennedy, in relation to 
the air conditioning exception which you mentioned, 
the advertisement of which appeared in the Globe 
and Mail this morning, I suggest it contained the 
names of at least two stores which are cut-rate 
stores. They feature air conditioners. I presume 
from your observations we should take those as 
the exceptions? 

MR. KENNEDY: 1 think in my first answer to 
Mr, Wickwire I mentioned the fact that at least 
one of the names appearing in that ad was that of 
a dealer who traded as a discount house. 

MR. WHITELEY: There was the other one IL 
point to in this ad. 

MR. KENNEDY: I would not know avout that 
one. 

MR. WHITELEY: I notice on one side there is 
quite an illustration of a man suffering from 
the heat. Is that in the class of creative sell- 
ing? 

MR. KENNEDY: I would think it is. To be 
fair where we can < think it is. 

MR. WHITELEY: On page 4 of the brief there 
is a Single sentence which reads: 

"The public is losing confidence 
in the manufacturer's brand name." 


Anyone care to comment on that? 
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MR. DARROCH: we might change that to read: 

"In the value of the manufacturer's 

prand name line." 

"Customers are losing confidence 

lm the value of the manufacturer's brand 

name line." 

At one time you would buy xX make of appliance and 
Someone would say, “You got good value, it is a 
good make, it is valuable, it is dependable.” 
They would recognize that you had paid a reason- 
able price for it and at that reasonable price 
you got good value. Today that confidence is 
being destroyed. when you go out and buy X manu- 
fagturer's produen Lor 2350.00) you, nave. no con- 
fidence that, you, will not see it advertised. next 
week Tor. $2/5.0«005 80, You have no confidence 

that you are getting good value when you purchase 
A te 

THE CHAIRMAN: If the regular price was 
$450.00 and you buy it at one of these cut-rate 
houses for $350.00, would not you feel reasonably 
satisfied that you had a pretty good. buy? 

MR, DARROCH:)) i. think atone time, you did 
but you have no assurance today that next week 
you would not see it advertised for $299.00. 

THE CHALRMAN: Even at that you would have 


done better than af the price was held at. $450.00. 


oO’ 


MR. DARROCH: The value of the manufacturer's 


brand name is being discarded; the public is losing 


confidence that when it buys X manufacturer's 
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products that it is getting good value. Perhaps 
you think right now you got good value because 
you, got italia Power price. 

THE CHALRMAN: I have not got any yet. 

Mt. (DARBOCH:, But, do believe, the manu- 
facturers are losing their prestige and their 
standing with the public as a result of this cut- 
pricing which is going on. 

MR. HUME: There ts some evidence of 
people int this city who will tonly buy certain 
lines because they are the ones which have not 
beerrout imcorice)) Some people sbelieve i becauce 
LOM Ss (cheapie iewne food, Mr. Lightbown has, an 
example of people who have refused to buy appli- 
ances because they are advertised at cut-prices 
ends. therel ore J rthne ylarsie (e000 

THE CHAIRMAN: If you raised the price 
they would buy them. 

There have been instances cited this week 
where people would not buy because they thought 
the price was so low it could not be any good. 
in some of the presentations made this week there 
were statements that in some lines there were 
varying manufacturers' prices, depending on 
volume of purchases, and those prices sometimes 
varied quite considerably. I was wondering if 
you could tell us what the position is in regard 
to major appliances? First of all, do manufac- 
turers normally sell through distributors or 


direct to the retailers, or a comoination of both? 
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MR. HUME: Speaking of major appliances? 

THE CHAIRMAN; Yes. we had an explanation 
this morning of one. 

MR. HUME: A combination of both. 

THE CHAIRMAN: Then, is it normal to have 
&@ greater discount than the normal.discount .where 
the sale is a large quantity rather than a small 
quantity? 

MR, HUME: There are quantity discounts. 

THE CHAIRMAN: Would it be fair to ask 
what those percentages run? I am not asking for 
any trade secrets because there may be differences 
between manufacturers. 

MR HUME ss. sl. would sugcest. u.to, regular 
operating dealers, the discounts would vary be- 
tween 5 and 6% from the smallest discount to the 
largest, discount. 

THE CHALRMAN: There would not be any more 
than 5 ro 6% between the person who buys the 
smallest number upto. say... a .carload .or ten 
carloads? 

ME.. -HUME* « Yea 

MR. LIGHTBOWN: I would say our largest 
discount would ve 5%. We go up one at a time. 

THH CHAIRMAN: Your larest discount would 
be 542. One or two of the statements in the 
brief seemed to differ directly with other pre- 
sentations., You refer to the large operator 
in a downtown area veing able to operate on a 


lower per unit cost. One of the representations 
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made to us the other day was that a large operator, 
oecause of his heavy overhead, needed to have a 
larger discount from the manufacturer in order to 
sell at the same price, which is a different ap- 
proach from the statement you have given. IL 
wonder if any of you feel that statement might 
apply to other industries? 

MR. LIGHTBOWN: I would say, sir, in the 
case of one or two of these price-cutters their 
operating expenses would be low because they have 
succeeded in raising their sales to tremendous 
figures. 

THE CHAIRMAN: I was not speaking of price- 
cutters who multiply their volume many times over 
very quickly; I am speaking of the ordinary fairly 
barge dealer who operates, usually in a central 
Location, Wi n-a-nven*renv-aistrict arid “has *a "good 
deal of operating expense. Statements were made 
to us the ovher-day that sa "man™“in’that position 
needed to have a larger margin per unit in order 
to do business, rather than the little fellow opera- 
ting in a small town. 

MRS HUMES °*D think “that ts -true.’ That “is 
generally the policy of the industry. They recog- 
nize theLarge- dealer an-the hien-rent datserict 
is doing the constructive job, tne creative 
selling job; he needs a wider margin than the 
dealer in a small town or suburban location where 
he does not have the expense that the larger 


dealer does and he does not contribute as much as 
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the larger dealer. 

THE CHAIRMAN: The large volume of sales 
the larger dealer has is not sufficient to make 
ups forchisrextra expense? 

MR. HUME: That is right. 

MR, LIGHTBOWN: Other things enter into it, 
such as elevator service, garage service. 

THE CHAIRMAN: Ir his volume was large 
enough he could still operate on an equal, or 


similar margin; but the statement just made means 


MR. SIMESOND) DhatSiss cenerally borne out 
bythe: Dominion Bureau of*Statistics. Their 
figures show a much higher percentage necessary 
for incorporated stores as against unincorporated 
stores. 

THESCHALRMAN:  Thatcisenot entirely true 
because you can have a small incorporated store. 

MR; SIMPSON: = Yes, but usually the incor- 
porated store is much larger. 

THE CHAIRMAN: Your statement in the brief 
means the large operator, who through cut prices 
multiplies his normal volume a good many times, 
is able: toveperate on a smaller cost per unit. 

MR. SIMPSON: I think in those two papers 
attached to your brief you will find one ad where 
a certain dealer in the city, who had a million 
and a half dollars worth of business in the 
previous year, just registered four and 4 quarter 
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THE CHAIRMAN: I wanted to make sure what 
the statement referred to. 

MRS HUME: ~°l “do“not see where an ithe brief 
that occurred, would you indicate where there is 
that suggestion? 

THE CHAIRMAN: I have not the actual spot 
in mind but there was some reference to a large- 
scale operator being able to operate on a smaller 
COSU * per Unity 

MR. WICKWIRE: I do not think it was in the 
Driers EL thre weecame our of discussion. 

MR. HUME: It may have come out of dis- 
cussion. The Chairman was referring to a state- 
ment” in’ the priet:. 

THE CHAIRMAN: On page 4, this is where it 
appears. I want to be quite certain what the 
sentence was intended to convey. 

"It is obvious that some of the 
larger dealers in the metropolitan 

areas can operate at a lower expense 

racvio ‘nar -tne average dealer but 

they can only do this by taking advan- 

tage of the public acceptance of the 

manufacturers! brand name and at the 
expense of the average dealer." 
The large operators can do that. Then, you say 
they can only do so by taking advantage of the 
average dealer’ so you are only referring to that 
type of dealer. 


MR. DARROCH: That is only the dealer who 
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does not provide the service. He gets the volume 
by plucking the apples out of somebody else's 
orchard; or, he is milking somebody else's cows, 
as Mr. Jennings said this morning. 

MR. KENNEDY: Mr. Chairman, if I might offer 
a further suggestion: I think the answer some of 
the gentlemen gave as to the reason for quantity 
discounts, if that is right, that partially sub- 
stantiates the fact that some high rent locations 
for the average dealer are more costly than, say, 
the small town dealer. 

THE CHALRMAN: The big discount is not 
given for that reason. Is not it given beeause 
it 1s justified on the basis of cost to the manu- 
facturer, where he handles one order, one invoice, 
one shipment, one billing account? 

MR, KENNEDY: That is correct. 

THE CHAIRMAN: That is cheaper for him 
than handling fifty separate orders. That is a 
justification for him, not that the larger man 
needs the larger margin. 

MR. KENNEDY: Yes, but it follows that the 
man is not taking the expensive downtown loca- 
tion unless he is in that category. 

THE CHAIRMAN: He is not taking that loca- 
tion unless he thinks he can do enough business 
to warrant it. 

MR. KENNEDY: Yes. 

THE CHAIRMAN: Do any other members of 


the delegation wish to add anything? 
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Men HUME:, No, sia. 

THE CHAIRMAN: Gentlemen, I wisn to thank 
you for your presence in such numbers and for your 
courtesy in coming and giving us the benefit of 
your expert knowledge on many of these things. 

We will have a five minute break at this 
time. There is, I believe, one other brief to 


be presented. 


---Recess at 4.45 o'clock p.m. 
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Presentation py: JOSEPH J. CARROLL 


— we ee ee ee ee 


---On resuming at 4.55 apea eet, p.m., on Thursday, 
June 3, 1954. 

THE CHALRMAN: Gentlemen, if you are ready, 
the hearing Wid) .nesune, 

I understand we nave a presentation to oe 
made by Mr. Carroll. 

Have you a brief or is it a statement you 
wish to make‘ 

MR. CARROLL: I am sues going to make a 
general statement. I hope not to take up too mucn 
Cine. 

THE CHAIRMAN: would you give us your full 
name and business? 

MR. CARROLL: Joseph Jd. Carroll. 

THE CHAIRMAN: And your business, Mr. 
Carrol Lacs? 

MR. CARROLL: Well, say merchant, variety 
store. I am interested in one. 

THE CHAIRMAN: In Toronto? 

MR. CARROLL: Yes. 

MR. WICKWIRE: Would you give us the 
address. JME. wlarrnoad 1? 

MR. CARROLL: 1001 Queen Street East. Or 
999. It is petween the two. 

THE, CHALRMAN: . Yes, Mrs Carroll? 

MR. WLICKWIRE: Pernaps, Mr. Carroll, would 


you tell us about the nature of the merchandise 
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which you sell at your variety stores? 

MR. CARROLL: “In a variety store you handle 
Tobacco, magazines, shelf eroceries., - You handle 
eandy, “ice icréam, chocolate bars. You: handle 
semi-drug Lines.) Thess are git part.“of a*general 
variety store. 

MR; WICKWIRE: “These ware alP handled by you? 

MR. CARROLL" Yes, these are all handled 
inthis “store : 

THE CHATRMAN: <Any textile material? 

MAS CRRA Tito fe textile. . There could 
be lines@of eurtsevas welt. 

Now, Mr. Chairman, I come ‘today before this 
august body of the Royal Commission of Canada 
appointed by our Government. You are dealing, I 


understand, with loss-leaders to a great extent. 


2 
You are dealing with loss-leaders and, therefore, 


TL want to say I listened for fifteen or twenty 
minutes’ to the graers and beers and other things 
of the appliance industry. TI have ereat sympathy 
for what has happened since two years ago, or 
just about tnat, when I entered my humble protest 
at that time to the Leader of our Government 
about tne relaxation of price maintenance in this 
land, which had been a development over a span 
of two or three generations. 

I want to get specific and down to bases 
quickly. Loss-leaders. I will deal with some- 


thing I have right here which are loss-leaders:; 


e) 
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or, at least, they are the basis of competition of 
the average retail merchant. 

MR. FAVREAU: If the retail merchant had to 
meet these prices he would have to lose on them? 

MA, CARROLL: Yes, <Lwill peint, that out, 
what these things cost. I spoke to one of the 
Sales managers of Heinz a year ago and, again. 
today. IL @ot refresiied on today's prices’ 1m car- 
load Love’. -—L will deal specifically with Heinze 
Catsup. It is marked 25¢. I bought that at the 
A. 6 £.. a26ross the road (rom us’. 

THE CHAIRMAN: That is the retail price? 

Mite <GCARRUMIiGs) . haope Poe revall price. 
It is stamped right here (indicating), 25¢. This 
eOsus tne store in whien Lf am interested, buying 
in ten-case lots, from Heinz, on May 4 $3.02 per 
dozen. “25 1/64 bottle. Whe best. price you can 
buy that, with an extra rebate of LO¢g a case, 15 
$2.73, which is 224¢ a bottle delivered to your 
warenouse. From there 10 goes to their chain Stores, 
whieh is the A. @P. orgenization, 22s¢ in carload 
lots. It was prought into their warehouses at 
that price and marketed through the ordinary 
channels of the trade and came into the store at 
eb¢g. Is not that a loss-leader in relation to 
the independent merchant of this land? If it is 
not IL would like to know what a loss-leader is. 
That merchant cannot survive, cannot stay in busi- 
ness. 


Remember, I am not a theoretical retailer; 
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Lam @ practical one and I have been in, retail mer- 
chandising since I was eleven years old. Thirteen 
of those years was with the Eaton Company of 
Toronto, 

What are we going to do about this? Here 
is a bottle of catsup. This is an ll-ounce bottle. 
Here is a 13-ounce bottle by Campbell bought by 
my wife in Luoblaw's last Saturday at 24¢. I tried 
to get from Campbells' sales manager the price of 
this bottle but he would not release it so I got 
the approximate price of the wholesale trade. I 
found out it costs, to buy that in two-dozen lots 
from the wholesale trade, 234¢. They are selling 
it for 24¢. Tell me how the retail trade, the in- 
dependent merchants of this land,are going to 
Survive? Unless there is some form of check and 
policing of the business. 

Now, I take up in my hand - and these are 
only examples, I could cover a thousand and one 
lines if time would permit me to have them here - 
an ll-ounce oottle of catsup which is being sold 
for 19¢ by the A. & P., their own brand. Maybe 
we do not Know what that costs, we do not know 
their spread or margin. JT eculd pe 502. This 
they create. in the mind of the buying public that 
the average retail store is a profiteer. On this 
they most likely get their 25 or 30%, under their 
own brand name, They are selling millions of 
dollars in Canada and the United States. So does 


Campbell. It is not added to the basic cost of 
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producing» that bottle of catsup. Therefore, their 
margin is greater, maybe 30%. It was amply proven 
in the Stevens Investigation of the Price Spread in 
1934 and 1935 that some of these chain stores were 
making and profiteering at the expense of the public 
of this province, certain chain stores on lines 
which were not trade-mark identified lines. 

My pointeisy this: vHere is today's ad’ of 
Dominion Store which just came out at noon hour. 
My wife was reading the newspaper before I left 
and she said, "There is Heinz catsup at 24¢"., 
Then, they have features of other Heinz lines. 
Today's Toronto papers will tell you the story 
there. There is that story. What are we going to 
do about it’ Are we going to sit back and allow 
our free. enterprise system, which has been built 
up in this land by our forebearers and handed down 
to the next generation, whereby your son and mine 
and my grandson can go into business; or will LC 
be in the hands of a few people who destroy the 
very fabrics of our economic system? In doing 
that they put, in our minds’ the thought: Js the 
system wortn fighting for? That is a bad thing 
form the nexta generation to think about, that 
the system their fathers fought for, maybe on 
the» field of battle, is not worth fighting for 
because there is nothing left for them toa do 
except maybe work, if they are under forty. If 
they are over these chain stores do not want you. 
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want to keep you too long. 

We have a law, it is known as 496 (a) of 
the Criminal Code, price discrimination. I am 
not dealing with other parts of the Combines Act. 
Unfortunately most merchants, even through co- 
operative effort and by getting together, are de- 
nied access to the direct market, contrary to the 
law of the land, which ever since Bennett brought 
1% in°in 1935°a6e°a resuit ofthe Stevens: Investi- 
gation no policing has been done with it, it has 
been left tovitself and the result is, Mr. Chair- 
man and gentlemen, to this day I do not think 
there is» hardly atprosecution under! that Act..) df 
there have been they are so seldom that I tnink 
it would waken up a person wno has dozed into 
unconsciousness if some action was taken in regard 
to this Act. I say we should put teeth into that 
Act. 

there tare sections ichere]) downot want to 
discuss oecause maybe you know them equally as 
well asl doy “but “2 ddwant to mention thiss el 
tried to buy off Neilson's. I want to use Neilson's 
because I know Charlie Neilson, the President. 

We were associated in athletics in our younger 
days. I tried to buy off Neilson's direct, the 
same price as they were selling to the trade, but 
i -eoulad-net buy, they would -not usell.>-Tszcould 
buy as much as a small wholesaler could sell. 

The law says I have the right to buy and yet 


they have the right to say to whom they are going 
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to sell. On one hand they say you are entitled to 
buy on the same terms as your competitor and yet 
I am not allowed to buy. They are not violating 
any law technically but morally they are because 
when I buy from them they give me 5¢ a box off 
for 50 boxes. Something should be done about that. 
I do not know whether tnis Royal Commission has 
anything to do with that but tnis Commission should 
see there is access to the direct market by every 
retail merchant in this land. 

Eaton's started with nothing. Loblaw was 
the originator of under-the-counter rebates. Il 
can name some of the firms who were in that. They 
got the advantage of under-the-counter, secret 
prepate,, “"S 2-2. "Wilson “or this city sord me grocery 
products twenty-eignt years ago and used a special 
tape for the special rebates. Their invoices 
Showed the regular prices for shredded wheat, and 
all the rest, so that when Shredded Wheat came 
in to check the invoices everything was normal, 
$4.35; but I got a 5% discount, along with every 
member of the Maple Leaf cnain, of which I was 
a charter member. Mr. Wilson told us he got it 
down to where he was buying for 3%, and then he 
jgunped “over “and gou On the direct Tist:. That is 
how it happened in the early days of the food pro- 
ducts durlne 192ly 1oee and 1923 “until he got ‘on 
une Urreco fisc. 

what’ I am coming to is this: ZTwould not 


have a fine, that is only a licence fee. It is 

































Vio xed 848 9 etseviak sade beau 
asiid thoas Sob sd bivous gulidemos «,20x0d 02 Tot 
sed noheetamod IsyoH ebay “saver woa-dom ob I 
plusde HOhenLmmod athe tad dedtddbwob oF sutdeyas 
grieve yd tealean soehb odd od eecoos ef siedd ese 
post stit at tasdorem [hedet 7 

egw welood .antdgon mgiw fssaede a! HOTS aa " 

i .aetsdss nevnyos-sis-aehtyr to nod satgtro end ’ . 


a Se 


godt vere nf stew ow eadb-eds Jorsmos Swsf)me0 
. Yorosa (eescnyoo-sit-iebay i sgainavbs sid, 30g 
yagoo%y om bioe ytio eins Re noethw To. & .steder wy 

| | fsreege es beew bas ogs ateoy sdgts-ytaews etovboug 

 gyotovit isd? - .esdedsa fatesqe ace jolt sqe? 

bas) ,teedlw iabhewds tok avoing  teluast edt owas 

sien JeedW bebbecia caw stedd os taser init ifs 

if —_stemaein enw anttvytevse exotoval wid caloena os mt 

qusve fitiw gnofs ,tavosetbh Re e-ten I stud 726.45 

' eawel Holdw Id (atsuo reed alqart ‘ol to ae0mem 

dh dow Sd ev biod noaliW «aM .1sdmem tesTsao & 

3H nedd bis .RE Tot gatyud oan Pi eseer es cwob 

= at aed? tent Pooutb edt mo Jog baie v2v0 beam, 
-d99, b60% ens es _ lias. eden beneaged “gh wea 5 
Be TOs, 2 pbs ESOL bas SS@s <f3@h. seal | 

() pal sounko ot 

jon bivew I rake wk od getmop me teria, mes or ' | 


_ 


at dl set setsoth ® yino a2 deng ont 8 ved 









1011 


a licence fee to do the same thing after you have 
paid it... think Kingston, 1s. the. best, placer for 
people who break the criminal laws of this land 
and fines to make up for the expenses of the crimi- 
nal courts of this land. Anyone who buys a quantity 
of merchandise equal to that bought by any whole- 
saler in this country should pay the-wholesaler's 
price. If you can get together co-operatively you 
Should be entitled to buy on the same basis.as a 
wholesaler. Is there anything unfair apout that? 
If you.can do that, then you are in a.position to 
meet competition, from wherever it may come. There 
is nothing unfair about that. 

The next point is.this: ..I believe access 
to the direct market should be the prerogative of 
every retaller. How can the retailer grow in 
strength and increase in volume and become a 
little more than just a one-horse stand - maybe 
pecome a good family sized business and maybe grow 
to a little larger than that - except they have 
the right to buy on the bed rock market. Eaton's 
started from nothing, started from Lakefield, Ontario. 
They failed once on Yonge Street and then came 
up to Queen and Yonge and made a success; but 
they would never have made a success if they 
had to buy from a jobber at a jobber's price. 

I am a believer in price maintenance. It 
is the bed rock tnat prevents monopoly enter- 
prise in this land. I believe that any manufac- 


turer of a national trade-mark line has a right 





yrseiiecity Hse aly ne 
| pee rey 
‘basi ela Ao evel Kantatae sat Aeon rte of ge 
- Ito oni? Yo eeaneane odd 70% qu seglt bas. 
| yiitasup & eyed ow sfoytA — ebael etad te ‘gyqos.tan 
-olodw gue 40 sdgvod s8nt.o9 Leupe setbasdozem 20” 
eicefseofodw oid yeq. blwode vitaueo eidt.atwetse 
woy Ylevivarego-o0 sedvoyos dog ms voy I, +s0tRg 
a 48 efesd omse ond oo yud os baldivas od Divote 
e363 te0ce thslow gaidgyas stedg el. selsaelodw 
ot notitaod.s at ate soe Head eds ob aso woy Tt > 
stsdt  otioo yan tL tevetsdw sott «aot iteqmoo Jaen ; 






























ES 


rads dyods tists anidton 6 

: auaoos evdiied T eid at datog ee a 

i fo eutsayousag edt od bivode tonne, sovgth ang, o8 
ni wor tolistes wits ago WH .tehbatet yseve a 
&, s0h250 bos omutlov ai aegetoal bas atynoiss P, 

sdysm + baste senad-o00 8 teu mse? otom ofattt 

4 worry eaysm Dae wedoneua besia giimst boog 8 smoosd » : 
sawed gedt aqeoxe - dead mady tegusl algiif § og 
7 a potsh .teavam aloor fod sad no yed of gigta ods ms 


oivsino ,blettedal movi bedisde <gateton mort Delite 
anes aad? bus sesie egnokute epmo debts? yedy 
ty ima yedsoous « sham bas oanoy pas Aeeup OJ as 
uct Th pavcous, s dian seed agyen bivow vordd 
BOodng. a! asduol, 8 de teddot, s art pu od me 
aI. soasnasatem sotsa at agvetica © mh 1 98 - 
=etis efoqolnom atneveng gshv doot bed rol ™ 
oss 8 jade svettod 2. baal etht im % i 
‘eet: 8 SRA BEE wasnabend Gonousen & 20.28 “a 2 






7 
L) 


1012 


and did have the right - he has in Great Britain 
and he-has in the United States - to set a fair and 
db Faas price that his product is going to be 
marketed for, for the simple reason he is going 
into thousands of markets seeking and desiring 
them to handle his products, to act as a great 
link in the chain of merchandising from coast to 
coast inuthis land of ours. ‘I say if that is so 
then he should have at least to give to these 
dealers who are going to handle his products, 
sometimes unknown until tne demand is created for 
them, some protection against a person who wants 
to destroy what somebody else has built up. MThere- 
fore, I say the manufacturer has the right, 
ultimately should have and he did have up until 
two years ago, to set a fair, reasonable and just 
retail price to the ultimate consumer in this 
land. “Iitdo netiwant  t6 Spatersinto politics but 

I think our Liberal Government - of which I ama 
humble member - made a serious mistake that time. 
They did not go to the people to give us a chance 
to express ourselves, unless we went down to the 
Parliamentary Committee in Ottawa so, I say, 

this is one of the evils here of this land. ‘These 
people might pve making 30% on their own private 
trade lines, they might be making 40%; who 

knows? They use the line that is in every store 
that handles fog@d products in our land and they 
wish to destroy it, to create the impression 


that everything they sell is on the same basis - 
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that is very wise - that the other independent mer- 
chant is charging exorbitant prices. If he got 
2o¢ for that he is only making 11% and his over- 
head might be that. How can he sell it for 28¢ 
when it is sold every day in the week by A. & P., 
and I guess Loblaw's follow the same pattern, 

and then we come along to the Dominion Store at 
e4¢. IL understand A. & P. have an ad out for 
25¢ today. How do they expect free enterprise 
is going to stand up against monopoly enterprise 
in this land? 

I would like to deal with the sale of 
tobacco, which Ll say is a crime. : Today's paper 
Shows that the Av «& P. are Belling cartons of 
cigarettes at $2.99. That is something new, they 
never did that before. Never in the history of 
the tobacco business has tobacco in this land been 
sold in a carton of ten package. In the United 
States it is common practice but not here. Last 
week the A. & P. sold cartons of cigarettes for 
$2.99, which cost the retail merchant, because 
he cannot buy any other way, because the tobacco 
combine will not sell it to him - I say combine 
because there is a unlty of action - $2.91, an 
8¢ difference. 6¢ on $3.00. If he had to meet 
that competition he would be making about 3%. 

How is he going to stay in business? That is 
a thought that we can give. Imperial, Macdonald's, 
all the rest of them, practically refuse to sell 


you direct. Oh, no, they have that baloney 
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argument that periodically they can check the 
freshness of the stock. I would like to ask the 
merchants how often they check. They come very 
seldom into your store. Some of the retail men 
in the City of Toronto would like to see these men 
coming in. to check the freshness of their stock, 
they have a let of things they would like to say 
to.them.,. They do not go in - they are wise not 
to - because if they did the merchant would make 
them feel uncomfortable for tne rest of the day,, 
Therefore, they do not go in, 

Talking about freshness, that is all tommy- 
roL.. hey do not, go into your store very often. 
How do. they go behind your counter to check your 
stock?,. That does -not happen; they go in and try 
LO. sell you some stock, that is what they are 
interested, in. 

My point. is this; I would say. or suggest, 
that we open freedom of trade to the independent 
merchanss Gn, [omcca  sorcuse the rient of access 
directly to the source of supply. If he can buy 
a certain quantity laid down which is fair to 
allo, nen he pas A. righnt co buy on that basis: 

I am in favour of the manufacturer having the 
right, and of the trade which acts as his medium 
of distribution, and in this land the retail man 
is essential to the marketing of any product, 

him 
without,the product would stay in the warehouse, 
and, therefore, I would say the manufacturer 


should have the right on what you call trade 
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identified lines, and which the Heinz Company up 
to two years ago did, they kept their goods ona 
price maintained basis - that is why I am using 
Heinz today as an example. They did that and every- 
one was happy. There were no unhappy people that 
L knew of in the. trade; but there is today. Do 

we want free enterprise to survive in this land? 
It is a challenge towards a democracy in action, 
to a democratic system working. Ii we believe in 
that.,.let us readjust any wrongs. It is not too 
late yet. it. ds,non. too, late yet to readjust. the 
wrongs that are being heaped unjustly upon the re- 
tail merchants of this land. 

If anyone wants to ask me any question -- 

MR. WICKWLRE: Just one or two short ques- 
Liopce We sCaormoll . On the botrie of Heinz’? you 
have exhibited. If my mathematics are correct 
I notice the A. & P. store made 10%? 

MR. CARROLL: Approximately, yes. 

MR. WiCAwWLRE: Do you know what the bottle 
of their own brand sells for that you demonstrated? 

MR. CARROLL: This one here (indicating), it 
is 19¢; ll-ounce, 19¢. 

MR. WICKWIRE: The Heinz, product is 13? 

MR, CARROLL: No, li-ounce, 25. Heinz used 
to. make a.J3-ounce up, to this year, or last year. 
Now they are making ll-ounce. Campbell's are 
still packing a 13-ounce bottle. 

MR, WICKWiRE: You nave no way of knowing 


what it costs the A. & P. on their branded line? 
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MR. CARROLL: No, I wouldn't know even who 
made it. There is no indication. It might be 
only a second grade catsup. Aylmer turns out a 
CAtSUD they sell at 19 or 21, 

MR. WICKWLRE: How does that one taste? 

MR. CARROLL: I have not tasted this one. 
We generally buy in our home Heinz or Campbells, 
so I have not tasted this. We do not use Aylmer 
because we know Aylmer is not the quality product 
nmeing 2s: 

MR. WICKWIRE: The only way you could compete 
with the A. & P. would be to join some sort of 
a group? 

MR. CARROLL: That would not solve it. 
There used to be groups. The More 1 ate 
remember when it was formed away back during the 
first war so they could get on the direct list. 
They startea on George Street in a little garage. 
The York Trading today, that is where they 
started. Dut, that is not a co-operative company 
now. It was bought out eight or nine years ago 

Mince 
by Bowes Butter and Bowes,Meat and now it is 
operated purely as a competitive wholesaler. 

To give you a frank opinion about this one 
(indicating), a wholesaler on this would have to 
make, to carry on business, 8 to 10% as a whole- 
saler. 

MR. WICKWIRE: JI suppose, Mr. Carroll, 
that there is quite a discrepancy in mark-ups in 


grocery items, they vary greatly, don't they? 
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MR. CARROLL: Oh, yes, there is a variation, 
slightly; but a man has to have an average profit 
or he will go out of business. Butter, a lot of 
these things do not show any margin, maybe only 
6 or 7%. They only make 3 or 4¢ on butter. 

MR. WICKWLRE: On other items the mark-up 
is higher? 

MR. CARROLL: I would say the average mark- 
up -- at least, talking about Bea you have 
to keep your eye on the ball - the ball is 
enain Ssvore conperition,. —-f you. get out of jiine 
you do not get any business. If you mark it too 
high you do not get any business and if you mark 
it too low you are put out of business because you 
lose money. 

MR. WICKWIRE: Between articles in a chain 
store, Sate articles have a higher spread than 
others? 

MR. CARROLE: Oh, yes. On the Luxury lines, 
on which the people cannot make comparisons, they 
can be anything up to 30%. 

MR. WICKWIRE: What I suggest is that al- 
though butter may have a mark-up of 3%, and some 
other articles, soap may have a higher mark-up? 

MR. CARROLL: Soap is a low mark-up, too. 

MR, WICKWIRE: Are there not some high 
mark-up lines? 

MR. CARROLL: Yes, luxury lines which you 
cannot compare. 


MR. WHITELEY: Caviar? 
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MR. CARROLL: Those things, when I say luxury 
lines, things people have not fixed in their mind 
on a competitive basis. Everyone has those, the 
consumer uses those to form his opinion and his 
judgment, whether logical or otherwise, as to 
whether a store is dear. "If they are dear on 
that, they are dear on everything", and the result 
is the retail merchants of this land are being 
erucified by unfair business ethics. That is un- 
fortunate. 

MR, WLCKWLIRE: Thank you, Mr. Carroll. 

THE CHRTAMAN: Thank-you, Mr. Carroll. 1 
think we have the points you have raised. Some 
of them come under our enquiry of loss-leaders, 
others seem to be related to discrimination in 
price, but they are melated. 

MR. CARROLL: They all have relationship. 
Without being able to buy right how can you compete? 
If you cannot compete you are out of the market. 

THE CHAIRMAN: We will adjourn now until 
9.30 tomorrow morning. 

---Whereupon the hearing adjourned at 5.25 
o'clock p.m. on Thursday, 3rd June, 1954, 


uNitlLl 9230 c"elotk aim. on Neiday, +th 
June, 1954. 
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